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PREFACE 


On September 25,1985, Governor George Deukmejian signed mto law A B 
2104 (Chapter 965 of the Statutes of 1985) This legislation established under the 
administration of the California State Archives a State Government Oral History 
Program to provide through the use of oral history a continuing documentation of 
state policy development as reflected in California s legislative and executive history 

The following interview is one of a series of oral histories undertaken for 
inclusion in the state program These interviews offer insights mto the actual 
workings of both the legislative and executive processes and policy mechanisms 
They also offer an mcreased understandmg of the men and women who create 
legislation and implement state policy Further they provide an overview of issue 
development in California state government and of how both the legislative and 
executive branches of government deal with issues and problems facing the state 

Interviewees are chosen primarily on the basis of their contributions to and 
influence on the policy process of the state of California They include members of 
the legislative and executive branches of the state government as well as legislative 
staff advocates, members of the media and other people who played significant roles 
in specific issue areas of major and continuing importance to California 

By authorizing the California State Archives to work cooperatively with oral 
history umts at California colleges and universities to conduct interviews, this 
program is structured to take advantage of the resources and expertise in oral history 
available through California’s several institutionally based programs 



Participating as cooperating institutions in the State Government Oral History 
Program are 


Oral History Program 

History Department 

California State University Fullerton 

Oral History Program 
Center for California Studies 
California State University Sacramento 

Oral History Program 
Claremont Graduate School 

Regional Oral History Office 
The Bancroft Library 
University of California Berkeley 

Oral History Program 
University of California Los Angeles 

The establishment of the California State Archives State Government Oral 
History Program marks one of the most significant commitments made by any state 
toward the preservation and documentation of its governmental history It 
supplements the often fragmentary historical written record by adding an orgamzed 
primary source enriching the historical information available on given topics and 
allowing for more thorough historical analysis As such the program through the 
preservation and publication of interviews such as the one which follows will be of 
lasting value to current and future generations of scholars citizens and leaders 

JohnF Burns 
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[Session 1 March 21, 1989] 
[Begin Tape 1, Side A] 


MORRIS 

HAMM 

MORRIS 

HAMM 


MORRIS 

HAMM 

MORRIS 

HAMM 

MORRIS 

HAMM 


MORRIS 


We would like to start with a little bit of personal background Are you 
a native Californian 7 
No, I m not 

You come from where 7 

Well, I grew up in two places In White Plains, New York, which is a 
suburb of New York City, where I went through grade school and 
junior high school Then my family moved to northeastern Ohio when 
I was about to enter high school My family maintained a residence 
there while I went through high school and throughout my 
undergraduate days m college 
Did you study government or finances 7 

I majored m government as an undergraduate at Dartmouth [College] 
and I then went on to graduate school and got a Ph D m economics 
Also at Dartmouth 7 

No, that was at the University of Michigan 

Was it particularly focused on government finance 7 

Not really I was actually headed towards a career in the private 

sector, at least I thought I was, and what got me into government was 

the idea that government is such an important aspect of commerce m 

the United States that it would be a good idea for me as part of 

preparing for a career m the private sector to spend, as I thought at the 

time, two or three years in government to learn how government 

makes decisions and then get started with my real career 

I see And how did you go about getting some experience m 

government 7 
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HAMM 


MORRIS 

HAMM 


MORRIS 

HAMM 


MORRIS 


When I was getting ready to leave the campus at the University of 
Michigan I was thinking about going to work for the Treasury 
Department, simply because I thought my interests and background 
would be the best suited to Treasury My wife [Kathleen Hamm] 
presently she wasn t my wife then but a good friend, as she is 
now had an interview with the Office of Management and Budget, 
and as soon as she told me that, it brought to mind a book that one of 
your colleagues at the University of California wrote many, many years 
ago, Aaron Wildavsky, called the Politics of the Budgetary Process 1 
Yes 

And when she mentioned actually it was the Bureau of the Budget 
m those days that she had had an interview with the Bureau of the 
Budget I said, Gee I think maybe I ought to talk to them as well 
because that book really made an impression on me and I remember 
thinking as I read it that that s the kind of thing I d like to do So I 
wrote a letter to the Bureau of the Budget, told them of my availability 
and I never heard back from them But the Treasury Department was 
very interested m me, and on one of my trips to Washington for 
interviews with the Treasury Department I just stopped in at the 
Budget Bureau and basically said How come you never answered my 
letter 9 And it turns out that they had just received word that one of 
their budget examiners was going to leave and they had a vacancy As 
I recall I got a job offer within a couple of weeks and I accepted, and I 
stayed there for eight years 

Starting m the [President Gerald R ] Ford administration 9 
No I began actually not too long after [President] Richard [M ] Nixon 
became president It was July 31 1969 Nixon had been president for 
about six months And, of course, m the Budget Bureau we were 
nonpartisan, so it didn t much matter who was president I was there 
through Nixon s two terms, or one and one half, President Ford s half 
term, and a little bit of President [James E ] Carter s term 
At the budget examiner level is it difficult to win promotion 9 


1 Boston Little Brown 1964 
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MORRIS 

HAMM 


MORRIS 

HAMM 


No I started as a budget examiner And it seems to me about two or 
three years later I was promoted to be a branch chief m charge of the 
[Department of] Housmg and Urban Development [HUD] branch 
And then it was two or three years after that, I became a deputy 
division director, and the following year became a division chief, or I 
think the title that they used then and use now is deputy associate 
director So I was a deputy associate director of the Office of 
Management and Budget and my primary areas of responsibility were 
Housmg and Urban Development, Veterans Administration [VA], and 
labor programs 

Were there many policy implications m the kind of analysis you were 
doing 9 

It was mdeed pohcy oriented We obviously had the budget and 
analyzed the need for finances But m so many of the domestic 
programs the entire budgetary issue revolves around pohcy 
considerations As a result, I spent most of my time involved with the 
pohcy side of it, not in a policy making function, but in doing the 
analytical work that assisted the policy makers make decisions 
If you do make this decision it s going to cost this, or if you 
Or it s going to have these implications Also, I spent a lot of time 
exploring just how various types of policies and programs aligned 
themselves with the pohcy of the administration then in power 

111 give you an example President Nixon made very clear early 
in his administration that he was not a supporter of narrowly focused, 
categorical grant programs, that he much preferred broad based types 
of assistance focused on state and local governments that would enable 
them to have flexibility and discretion in how funds were distributed 
amongst various narrowly focused types of programs So I think that 
probably the largest issue I worked on while at the Office of 
Management and Budget was trying to take the fifteen or sixteen 
categorical programs in the Department of Housing and Urban 
Development and figure out how those programs could be realigned 
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MORRIS 

HAMM 


MORRIS 

HAMM 


MORRIS 


into somethmg that would be consistent with President Nixon s 
objectives 

Does that kind of correspond to the end of the Model Cities program 
and revenue sharing? 

Yes, exactly I was the budget analyst at least for a while for the Model 
Cities program, and that was one of the categorical grants that was 
folded into what ultimately became the Community Development Act 
of 1974 I m not sure I got the title exactly, but at one time it was 
supposed to be Urban Development Special Revenue Sharing, and 
then it was a Better Communities Act, and I think it ultimately became 
the Community Development Act of 1974 

Were you concerned with things like the efficiency or the economy of 
programs? 

Yes We were always looking for ways of helping government deliver 
services to the people, the local governments and state governments in 
a more efficient way, while trying to eliminate incentives that would be 
contrary to the objectives of these programs There s the classic pull 
between the desire to try to eliminate the possible misuse of funds and 
the desire on the other hand to give chief executives the opportunity to 
administer programs in a way that responded to the needs locally The 
way you control money is you draft regulations and you keep adding 
and adding to those regulations And that is also, regrettably, the way 
that you undermine a chief executive s ability to make decisions and to 
allocate funds in accordance with the way he or she perceives that it 
needs to be So it s a constant tug of war, and I don t think anybody s 
come up with a particularly good way of solving it 
No It s kind of a classic governmental story I remember m the [San 
Francisco] Bay Area many people considered Model Cities to be 
pretty inefficient and fraught with political aspects that made it hard to 
arrive at the original goals Was that kind of thing evident at the 
federal level and did that affect some of the decisions that were made 
about it? 
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HAMM Well I think so My perception of the Model Cities program was that 
with some exceptions, it was not a successful program I mean, 
originally it was intended to focus resources on a small number of 
model neighborhoods in seven cities, and to demonstrate The 
original title of the act was the Demonstration Cities and Urban 
Development Act of 1965 or something like that The original purpose 
was to show that if you targeted an area and really pumped m 
resources, you could turn the area around The political process, 
however, cannot deal with that kind of selectivity So 7 cities turned 
into 150 so that the Congress could line up enough votes for the bill 
and then ultimately, I think, the number grew to 225 There was extra 
money for participating cities, but it wasn t nearly the kind of 
concentrated investment that the original advocates of the idea had m 
mind 

I visited a number of model cities during my tenure at the Office 
of Management and Budget [OMB], and I think maybe Savannah 
[Georgia] was an example of a Model Cities program that was very 
successful It was largely successful not because the law had been well 
crafted, it was largely successful because the executive director was a 
very dynamic, very inspiring, charismatic individual who was able to 
mobilize a community and to do so in a way that didn t antagonize the 
political structure So basically you had residents and city hall working 
together to tiy to improve things in a model neighborhood, and it 
seemed to succeed 

Most of the other Model Cities programs I visited did not strike 
me as being very successful in terms of really attacking the problems 
that were responsible for the things that led to concern for the model 
neighborhoods in the first place There was a lot of pulling and hauling 
over how the money was going to be spent and who was going to be on 
the receiving end of it, and it seemed to me there was a lot more 
concern over throughput than output who was going to be the payee 
for the checks as opposed to what s actually going to happen 
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MORRIS 

HAMM 


You would have been at OMB while Caspar [W ] Weinberger was 
Yes Actually I served for seven directors in eight years, Caspar 
Weinberger was the third of those seven, as I recall 
Of the seven, does he stand out m any way from the others 7 We re 
interested in him because he s a Californian 
Oh, he was the director who presided over President Nixon s 1974 
budget, which I thought really represented the boldest attempt to try to 
redirect government spending and government policy at any time up to 
[President Ronald W ] Reagan s so called revolution Cap was not an 
incrementalist, and if you went to him and said, These programs 
aren t working, and here s the evidence to support that conclusion, and 
here s a way of wiping them away and putting something in their place 
that is more likely to succeed, he d be very responsive He d hit you 
with 100,000 questions, about 90,000 of which had never occurred to 
you, and you would have to go through the thought process right there 
on the spot to try to keep up with him But he wasn t the kind of 
person who would say,' Well, if it s a lousy program we just won t give 
it a cost of living increase this year" as many would do His attitude 
was, If it s not working, let s get nd of it and put something m place 
that will work 

He was also very ideological, in that you better be prepared to 
indicate how this program was fulfilling an important role of the 
federal government It wasn t enough to say that it was directed to do 
great things, because, of course, there s no end to the great things that 
people can dream up and put in the preface of a bill So you’d have to 
show that there was a federal interest that was distinct from a state or 
local interest or an individual interest that would really warrant federal 
mvolvement or federal investment in that particular program or 
activity So he was very policy oriented 

His reputation, of course, was Cap the Knife," one who was 
good at cutting budgets But in contrast to some of those who followed 
him, the budget cuts it seemed to me were largely motivated by policy 
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considerations as opposed to simply scrambling for ways to get the 
deficit down, to get outlays down What I find very disheartening over 
the last five or ten years it goes back even into the Carter 
administration is that the budget has been so oversubscribed, the 
deficit has been such a focal point of concern, that decisions tend to be 
driven not by policy considerations so much as by the numbers A lot 
of things were proposed that would get outlays down quickly but didn t 
make a whole lot of sense m policy terms We left a lot of thmgs alone 
that were questionable on policy grounds, because it wouldn t help us 
with the number problem in the short term, although m the long term 
it might have a lot more favorable policy implications 

To give you an example the money in any department s budget 
that spends out the most rapidly generally is research and 
development So if the numbers add up to $10 billion more than the 
president feels he can ask for, all the agencies have to go back to the 
drawing board and figure out how to cut their budgets by enough to 
add up to $10 billion, and there is a temptation to take it out of things 
like research, because you stop making commitments and you stop 
spending right away 

Now m contrast, we had at the tune an awful lot of subsidized 
housing programs that as one who studied these thmgs and visited 
many of them I saw were largely ineffective, and in many cases had 
consequences that were completely contrary to what the original intent 
of the programs was But they would not be as susceptible to 
reductions under some circumstances, because they were driven by 
commitments that took years to result in expenditures 

President Reagan came into office in 1981, and he reduced the 
budget for a lot of these programs, and yet expenditures under them 
continued to mcrease for two, three maybe even four years because of 
the momentum that had been built up under the Nixon Ford, and 
Carter administrations well actually [President Lyndon B ] Johnson, 
Nixon Ford, and Carter 
For mortgage money and contracting money? 
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HAMM 


Well, providing new homes for very low income people That is an 
extremely ineffective method of trying to meet the shelter needs of the 
target population It s extremely ineffective I guess my favorite 
example I hope I have these numbers close to being right it s been 
so long occurred sometime in the mid seventies when the National 
Homebuilders Association sold the Congress on the idea that people 
who bought a newly constructed home should get a tax credit equal to 
X percent of the purchase price of this newly constructed home, 
somethmg like that It was a pure give away program from the word 
go When the General Accounting Office, as I recall, did a study of the 
effect of this program m terms of stimulating new construction the 
number of new housing starts was de minimus And it worked out to 
something like each incremental housing start cost the taxpayers 
around $500 000 
Per house 7 

Per unit I remember pointing out only half m jest to the deputy 
director of OMB at the time that we could get a much bigger bang for 
the buck and save money too if we just went over to Anacostia and 
gave the good people over there checks for $125,000 with the 
stipulation that the money had to be used to buy a house that had not 
been started as yet Clearly, all of these checks would result in 
incremental demand none of those people would be buying new 
houses without this assistance In contrast, a program that rewards 
people for buying new houses is, by definition, going to be wasteful 
since every year 1 4 million people are going to buy new houses 
anyway It happens every year 

It s a case of maybe a noble objective but a very poorly 
thought out method of trying to achieve that objective So that was 
one example of an attempt to aid housing that didn t have a whole lot 
of redeeming value to it, and I think that s an idea that s never been 
tried since It was so repudiated by all the analytical work But the 
Section 235 subsidized housing program, the Section 236 subsidized 
housmg program, low rent public housing, all of these programs it 
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seems to me were seriously flawed and although they all provide 
benefits at some level, the leakage between what the government 
spends and what the target beneficiaries receive at the other end of the 
pipe, was horrendous, because there were so many middle people who 
would get a piece of the action 

An independent group did a study of the 235 program was it 
the Urban Institute 9 and showed that for every one hundred homes 
started under the program, eighty four would have been built anyway 
And so all of the subsidy money going into those homes was pretty 
much lost in terms of benefiting the target population So the result 
was just a lot of income transfers that took place without any 
underlying policy objective such as givmg people who were the most in 
need the biggest benefits I could, I guess, talk for several hours on the 
subsidized housing programs but I m not so interested in kicking them 
around I think what I ve talked about is just indicative of a lot of things 
that we did at OMB 

I think we ve had a lot of employment and training programs in 
the Labor Department that had very noble objectives I mean, you 
can t throw rocks at trying to prepare people or help people who don t 
have a job get the training and the skills that they need in order to get a 
job So I could sit down and write a statement of purpose for a new bill 
that would have a lot of people in tears over the nobility of it all But I 
could then go on and create a program that did very little to help the 
poorest of the poor or the hard core unemployed, but instead created 
incentives to tram people who would have been trained anyway and 
who We have a good example of that in California It s called the 
Employment and Training ETD, is that what it is 9 I can t 
remember 

MORRIS EDD Department of Employment Development 9 

HAMM It s a program where the state, in effect, uses part of the money that s 
collected under the unemployment compensation program to support 
training conducted by businesses World Savings [and Loan 
Association] has been one recipient of this money, and I think World 
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MORRIS 

HAMM 

MORRIS 

HAMM 


has a good program I think there is much merit in what we said we 
were going to do and what the consequences would have been had we 
not been participants m this program, but I think that in many cases 
the money has simply underwritten the cost of training that would have 
occurred m any event, and many of the recipients of that trainmg were 
people who would have gotten jobs in any event Are there people 
who have been pulled out of hard core unemployment because of this 
program 7 Maybe, but not a whole lot Very few 
Would World Savings have, as an example, gone out to find previously 
unemployable people and trained them 7 

No Our program was primarily focused on a major conversion m the 
way that we operate our savings branches and it is certainly possible 
that some of the tellers would have been let go because they wouldn t 
have been able to handle the new demands that the age of computers 
imposed on the branches This program really changed the nature of 
the business decision facing World, so that we were more inclined to 
tram our existing staff to handle these new demands than to go out and 
hire new people 

So it wasn t new hires, m other words 
No For the most part it was preventing layoffs 
Right Upgrading your existing staff 

Now one can argue that the state of California has an interest m doing 
this Clearly, World Savings has some interest m obtaining the skills 
that it needs m order to operate its business efficiently And so at 
least at that level, it wasn t that we weren t motivated to do some of the 
things that we ended up doing under the program We probably did 
more of them than we would have done otherwise But it s a case 
where a dollar spent doesn t necessarily result m a one dollar net 
increase in the desired activity Maybe the increase is ninety cents or 
maybe it s seventy cents or, in the case of the 235 program, it s 
fourteen cents But there is this run off from so many programs 
because there s not a close linkage between what is spent and what is 
received by the target population There are too many intermediaries 
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and there are too many other incentives that are brought into play to 
prevent the intended beneficiaries from getting a full measure of the 
benefits 

Minimum wage is another good example The argument, as I m 
following it m the newspapers right now, is whether or not 500,000 
minimum wage workers are going to lose their jobs as a result of the 
increase or whether it s only going to be 200,000 who will lose their 
jobs Well, let s take the lower number the 200,000 workers who are 
going to lose their jobs because of the mcrease in the minimum wage 
It s pretty clear that they re not better off as a result of the mmimum 
wage Now are the benefits to those who receive an increase in their 
hourly rate on account of the increase in the minimum wage, are those 
benefits sufficiently great to offset the costs to those who lose their 
jobs 9 It s not an open and shut case, as far as I m concerned But it s 
the kind of question that is seldom analyzed effectively in government 

This is the problem with Model Cities it s a problem with the 
Appalachian Regional Commission it s a problem with a lot of 
programs The political process is not very good at designating losers 
The political process loves to designate recipients of government 
largess and say to this model neighborhood,' We re going to give you 
more than you ve been getting And because we re going to give you 
more you re going to see that poverty and poor health and low birth 
weights and all these other things are going to begin to go in the other 
direction The problems are going to be taken care of 

Now whenever you give model neighborhoods more, somebody s 
getting less, because you don t create wealth, you don t create value by 
passing a law and appropriating money To the extent you focus 
investments here, you re reducing investments m other places The 
political process is terrible at identifying who loses in those 
circumstances and weighing the gains and losses, and saying, "Yes, this 
is a right course of action to take This is the right thing to do 

We go out and we guarantee loans to small businesses, for 
example And when the federal government guarantees those loans 
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that assures those small businesses of access to capital Anybody with 
a government guarantee is going to get the loan, because that s the 
safest loan m the capital market Now to the extent a small business 
gets a guarantee, that small business is assured of getting the money, 
but we haven t increased the supply in capital Some other busmess or 
a home owner or somebody who would like to be a home owner or a 
businessman trying to finance inventory or a community trying to build 
a sewer system somebody else is gomg to come up empty They re 
going to get to the capital market and the cost of capital to them is 
going to have been driven up to the point where they can t borrow So 
they re going to lose while the small business wins 

You and I might reach different conclusions as to whether the 
highest and best use of that capital is that small business as opposed to 
the city that needs a sewer line or the family that needs a new house 
The only point I m making is that the political process doesn t weigh 
the gains and the losses It looks at the gam, and if anybody tries to 
talk about the losses, there s a hand put over their mouth because a 
politician does not want to be seen as taking something away or 
denying something to anybody 

MORRIS Those theories were related to the earlier theory that you were going 
to have an ever increasing supply 

[End Tape 1 Side A] 

[Begm Tape 1, Side B] 

MORRIS greater economic wealth in the community and on which people 

would pay greater taxes so that there would be more government 
revenues That there would be a continually expanding source of 
funds 

HAMM Well, 111 have to go back to my economics training now 

MORRIS [John Maynard] Keynes or Adam Smith 9 

HAMM Well Adam Smith, I guess But let s take Keynes m this particular 
case Government s effect on the level of output depends on the 
relationship between how much it takes out of the economy and how 
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much it puts back m And indeed, if the government puts back more 
than it takes out if it runs a deficit that s going to stimulate the 
economy And if there are unemployed resources the economy is 
going to grow more rapidly than it otherwise would, assuming that the 
monetary policy remains constant That s how I learned it But m 
reality, that s not what happens, because monetary policy doesn t 
always remain constant 

But, in any event, when the U S Congress m 1965 started the 
Model Cities program, it was not voting to increase the deficit It did 
not say, ’ We re going to run a bigger deficit to fund this program 
That s not how those decisions are made And so, if you hold the 
deficit constant, spending money for Model Cities doesn t necessarily 
mean that government is a stimulus on the private economy If the 
degree of stimulus is unchanged then, to the extent model 
neighborhoods benefit something else has to lose It s a zero sum 
game m that regard You may take some consolation in the fact that 
you re redirecting resources to people who are most m need That s 
fair That s legitimate I don t have any problem with that But as a 
policy analyst I d say Let s make sure that we re taking the resources 
away from the right people 

You and I would probably agree I don t know whether you 
and I would agree, but maybe we would that if we could redirect 
capital away from leveraged buy outs to infrastructure investments, it 
would be good for society I would agree to that, because I don t think 
that helping KKR [Kohlberg, Kravits, Roberts and Co ] buy [R J ] 
Reynolds, or RJR necessarily benefits society I can see some benefits 
to KKR, Kohlberg, Kravits, & Roberts, I guess, but I can t see any real 
benefit to the commonweal So if we took some of those billions that 
they borrowed and, through government guarantees or something, 
somehow got it to the state of California to use m addressing the state s 
transportation mess, then I d say that society is better off 

But we haven t figured out a way to redirect money away from 
specific groups, and the political process shuns these kinds of issues 
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with a passion that I ve always found very impressive Politicians do 
not want to talk about where the money s going to come from So we 
don t have any assurance that if the state went in and started a 
program Well like the governor s [George Deukmejian] proposal 
to borrow money 
For transportation 9 

Yes, for transportation When was that 9 June 88 1 ,1 guess 
Right 

That measure for sure would have increased the amount of capital 
available for highways and roads and streets and mass transit But the 
state of California is in no position to increase the total amount of 
credit available in the economy So to the extent more credit was gomg 
to go for streets and roads less was going to go for something else 

Now I don t think the credit would have come at the expense of 
Kohlberg, Kravits, & Roberts s activities It s just as likely that it would 
have come out of the city of Chico, which might have wanted to build a 
waste treatment plant Or maybe it would have come at the expense 
of some low income renters who might have moved into a housing 
development being built by a limited partnership except for the fact 
that the reallocation of credit toward streets and roads drove up the 
interest rates to the point where the general partner couldn t make the 
numbers come out so he cancelled the project and housing didn t get 
built, leaving the renters to fight over a smaller stock of houses I don t 
know where that money would have come from And without knowing 
where it was going to come from, I m not sure that I want to say, Yes, 
that s good 

The political process will not deal with those kinds of issues 
We II make speeches on the floor of the senate and the assembly and 
say, 1 This is gomg to divert money away from the leveraged buy outs 
and get it to the people who really need it But we don t do anything 
to try to make that happen I m not sure that we can do anything to 
make that happen And so we simply console ourselves that the money 


1 Proposition 74 
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is going to come out of the unworthies pockets and go to the worthies 
As a professional skeptic, I remain unconvinced I think it s every bit 
as likely to come out of the worthies pockets and go into the 
unworthies 

Did you discuss some of these questions with [Legislative Analyst A ] 
Alan Post and others in California government m the course of your 
work m Sacramento 7 

Oh, I m sure I talked to Alan about it from time to time These are 
certainly not opinions that I keep to myself, although I was pretty 
circumspect when I was legislative analyst My view was that the 
legislature did not want its legislative analyst to grow into something 
that challenged the legislature for media attention or that got m the 
legislature s way when the legislature decided what it wanted to do So 
as a consequence, I wouldn t attempt to lay out these kinds of 
considerations as a means of trying to put pressure on the legislature to 
do things one way or another I didn t think that was my job 
What interested you about the legislative analyst s position when that 
came open 7 

Well, by the time 111 tell you the story of how I came to throw my 
hat in the ring in just a minute To answer your question, by 1977 I was 
pretty much hooked on public policy, and even though, as I told you, 
my original plan was to stay in government for two or three years, I had 
already been m government for eight plus years, and I was not even 
looking to change jobs or professions or anything else I loved what I 
was doing So when an opportunity came along to continue to be 
involved m the policy process but to do it at a level closer to the people 
and the problems themselves, to do it with as highly regarded a staff as 
Alan had put together in the legislative analyst s office, I was very 
mterested in that 

Even though it sounds like you found the public policy process 
frustrating 7 

Well, I think everybody does 
Right 
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But part of the challenge is to try to improve it, try to make explicit the 
implicit assumptions and to make explicit the cost that people tend not 
to want to talk about Somebody who s advocating an increase in the 
minimum wage, for example you don t want to talk about the threat 
that that s going to mean to the jobs that are held by black teenagers 
because that s not going to help you get what you want I think that m 
order for the democratic process to work effectively you ve got to 
bring out all of the hidden costs and hidden benefits so that a decision 
maker can make a good decision So that part of it intrigued me and 
still does 

A lot of things that I enjoy can be frustrating at times For 
example, occasionally I m frustrated by how World Savings makes 
decisions I think this is a fantastic company 111 put this company up 
against any company But it has its eccentricities, and it sometimes 
makes a decision in a way that I find frustrating 
We live in an imperfect world 

Sure And you ve got to take the world as it is and not bemoan the fact 
that it doesn t live up to your ideals but try to help it find its way to 
something that s a little bit better than where it otherwise would have 
ended up 

So had Alan talked to you about the fact that he was going to retire 
and his job was coming up? 

Never no I think I had seen Alan maybe twice during the time that I 
was working for the OMB He was on a couple of committees that 
brought him to Washington [D C ] from time to time and usually, if his 
schedule permitted we would get together My wife and I would have 
him out for dinner, we d go out for dinner, or sometimes we d just 
meet before he had to go to a dinner Well, I can t really remember 
the conversations all that well after fifteen years or whatever it s been 
He d tell me what he was doing and I found that very interesting I had 
a huge amount of admiration for him He was m the Wall Street 
Journal and was a prominent person, and I was real proud of him but I 
never thought of myself as the legislative analyst or one who would be 
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considered I wasn t even sure that that would be something that I d 
want to do, at least at the time So I just didn t think very much about 
it 

I think I remember him mentioning on one trip that he was 
planning on retiring m 1977, but it never registered with me that this 
would have some impact on my own career progression I don t think 
we ever discussed the subject at all 
So what did make you throw your hat m the ring 7 
Well, it was kind of interesting I was at work one day, and I got a 
telephone call from a man named Roy Stephens whom the Joint 
Legislative Budget Committee had hired to do a search for a successor 
to Alan Post and he asked me if I would be interested in being 
considered 

Roy Stephens had been with the [State] Personnel Board for all of his 
professional life 

Yes, for many years In any event, I told him that no, I really wasn t 
very interested, because I love my job Moreover, since my wife went 
to high school m the Washmgton area and with so many friends there, I 
just figured that she wouldn t be at all interested m moving across the 
country So I just told Roy Stephens no 

I went home that night and I remember saying to my wife, "What 
a coincidence* You won t believe this call that I got today And I told 
her about it And she said, "Well, what did you say? I was very 
surprised by her reaction I mean, the only reason I mentioned the call 
was because of the Alan Post connection I had gotten other job 
feelers before and I m not sure I told her about all of them 

But I mentioned it and she said, "What did you say?' And I said, 
Well, what do you think I said? I told him I wasn t interested And 
she said What kind of an analyst are you? You re supposed to be one 
who considers all of the costs and benefits before you make a 
recommendation You mean, without even listening to him you just 
said you weren t interested? 
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And I said, ’ Well, yes But I didn t think that you d want 
She said,' Well, never mind about me That can come later You 
didn t even find out what this is all about 71 And I said, No And she 
said, Gee, I can t believe that You just kind of dismissed it out of 
hand huh 7 And I said, Well, yes, but I didn t thmk " She says, 
Gee, it sure doesn t show me very much m the way of analytical 
talents 

So the next day I called Roy Stephens and said,' Gee, I think 
maybe I was premature in writing this off I said, 'I don t know that 
I m a serious candidate, but I d like to find out more And so that got 
me into the pool 

Maybe, because I was so content in the job I had of all of the 
terrible things that could have befallen me, losmg out on the legislative 
analyst s office wasn t really at the top of my list I was probably much 
more relaxed than some of the other candidates for the job were, and I 
probably interviewed a lot better than I would have had I really wanted 
the job more 

I was very impressed with the staff when I came out here for the 
interviews I knew I had done well in the interviews and I thought 
there was a chance that they might come down and select me But 
even if by some quirk the job were mine, I still wasn t sure that I would 
take it And so my wife and I spent a lot of time talking about it And I 
guess 

Had she gone into the OMB too 7 

No, she hadn t She worked for the Appalachian Regional 
Commission m Washington She s also a professional economist 
You had said that she had been interviewed 

She had, but I can t remember at this stage of the game whether she 
just lost interest, whether she wasn t interested or whether they weren t 
interested in her I m not sure what I don t think that she was really 
interested m the Budget Bureau at the time She was very interested in 
the Appalachian Regional Commission, and I think she got the job she 
wanted 
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Good And what did she think of California 7 Did she come out with 
you 7 

Yes Well actually, my dad flew back to Washington he and my 
mom hved m La Jolla and the two of us drove across country when 
we came out here, which was an awful lot of fun That was certainly 
worth taking the job just for that opportunity, I think 
That s quite an experience to drive across the U S 
Right It was a terrific time, just the two of us So I was out here for 
two or three months before Kathleen and my son [Giles Hamm] came 
out She came out on two house hunting trips, one time to house hunt 
and the second time to take a look at the place that I had selected 

It was very hard for her to leave Washington, because she 
graduated from Falls Church High School [Virginia], and most of her 
friends were there, and she had an established career there but she 
thought this was a good opportunity and she was very interested in 
seeing us take this opportunity and thought it would be fun 

She and Giles arrived in mid December, about a week before 
Christmas They got off the airplane at Sacramento airport and it was 
just raining cats and dogs It was the rainstorm that ended the drought 
It rained or was overcast for the next six or eight weeks, and by January 
I think she was probably ready to go back, not having seen the sun in 
sunny California 

Kathleen grew to like California She hkes Sacramento We 
both did We would have gladly stayed in Sacramento 
Did you talk to the Legislative Budget Committee too m the screening 
process 7 

Yes Roy Stephens just put together a list of semi finalists or 
finalists I don t know what we were called and sent us airplane 
tickets The committee took over from there The committee 
interviewed us, had a breakfast for us 
As a group 7 You did a group 

No Well, we had a group breakfast, but each of us was interviewed 
individually, once one day and then during the following day by a larger 
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group As I recall I haven t thought about this for a long 
time the first round of interviews was handled by the chairman, 
[Senator] Dennis Carpenter, and the vice chairman, [Assemblyman 
Michael] Mike Cullen, and maybe there was another member there I 
can t remember But it was a small subcommittee of the full 
committee that did the initial round of screening The next round of 
interviews was with the full committee, all fourteen members And 
[Assembly Speaker] Leo [T ] McCarthy, who was the speaker at the 
time, sat m I know he was there for my interview I assume he was 
there for the other interviews as well So that was a much bigger deal 
How many of you were there in that pool of candidates 7 
I think there were something like five out of state candidates, or non 
Sacramento candidates, and four local candidates And I think after 
the first round of interviews they asked one of the out of state 
candidates, or suggested that he return home I don t think they found 
him to their liking But the other I can t remember whether there 
were three of four of us four of us were invited back to the second 
interview 

What kinds of questions were they interested m 7 
Boy, it s taxing my memory I know they asked me how would I handle 
the Medi Cal issue They presented a problem and said, What would 
you do if this were thrown m your lap 7 I didn t know anything about 
the Medi Cal program at the time, so I just spelled out the approach 
that I think any good analyst takes when confronted with a policy issue 
They asked me about affirmative action, which was something 
that I felt then and feel now very strongly about I had been involved 
m, and had spent a lot of time thinking about affirmative action 
programs while I was at OMB, and so I had pretty good credentials in 
this area I know that people like [Senator Arthur] Art Torres and 
[Assemblyman] Julian [C ] Dixon, who were on the committee, found 
my answer to be acceptable I think that certainly, they were not 
disappointed I easily had the best affirmative action hiring record in 
Sacramento, bar none, during the eight years I was there 
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Were they expressing a feeling that the legislative analyst s office 

should increase its representativeness 9 

Yes 

The legislative analyst s office is 

I think they were asking the question, What would I do about this 9 
Did I think it was important that all groups be represented I felt very 
strongly that they should be They didn t tip me off to the right answer, 
but you don t have to be real bright to know what the right answer is 
when a black legislator asks you about affirmative action 
Right And if you ve been to Washington and reading the papers, 
that s a current concern 
Right 

Did they get into questions about the budget and the budgetary 
process 9 The interview process is really interesting Some people 
spend most of their time telling you what they think things ought to be, 
rather than finding out what the candidate has to say 
I did 90 percent of the talking in my interview They would ask 
questions and then expect an answer Flying out I tried to anticipate 
what the questions would be, and I made a lot of lucky guesses 

They asked me if I had any qualms about becoming a legislative 
analyst, or what did I think it would take to be successful and did I have 
any qualms about my qualifications 9 I told them the three questions 
that I thought were most important were, first, could I mamtain the 
integrity of the analytical process 9 I had no qualms about that since 
that s what I did at OMB Secondly, they should be interested m 
whether I could be effective in a partisan political setting, such as the 
California legislature That certainly was not something I had had 
experience with in the cloistered world of OMB 
OMB doesn t appear before Congress at all 9 
It does today, but it didn t in my days You put the budget together, 
you sent it up to Capitol Hill, and then you worried about something 
else I love to tell people that when I was at OMB the only time I ever 
went up to the U S Congress was when my sister came to town and 
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wanted to go see [Senator] J William Fulbnght preside over the 
Senate Foreign Relations Committee So I took the day off and took 
her up to the Hill It was the first time I ever was in a hearing room, 
and the only time before testifying to the [state] Senate Government 
Operations Committee after becoming legislative analyst 
What was your thought on that? 

I told the committee, I really don t know I said I m tempted to say, 
No, I don t have any qualms, because I think that s what you want me 
to say But I don t really know that that s the truth 1 And I said, I just 
don t know 111 have to see" 

The third question I thought the committee should ask was 
whether I could serve 120 masters rather than just one That, of 
course introduces a set of complexities into any job that are certainly 
challenging, to say the least I told them I thought I could do that 
effectively I certainly didn t see that as a reason for trepidation 
One hundred and twenty masters, all members of the assembly and the 
senate? 

Right There s the Budget Committee that supervises the legislative 
analyst s office, but the speaker of the assembly isn t on it If you can t 
keep him reasonably content, your future is far from assured, although 
I had a number of bitter run ms with [Assembly Speaker] Willie [L ] 
Brown [Jr ] when I was there and somehow managed to survive them 
What did you expect when you said you would take the job? How 
different did you expect it would be? 

Oh I thought it would be very different I knew the analytical work 
would be pretty much the same I had been doing it for eight years and 
I knew how to maintain objectivity on my own part and on the part of 
those I worked with I thought I would learn the issues very quickly, 
because probably my comparative advantage, if I have one is getting 
into the issues and understanding them 

With the housing issues, it sounds like you had a fair amount of 
experience with what goes on at the state level 
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Not much One of the problems with Washington m those days, and 
I m sure it s still true, is we didn t know very much about how state and 
local governments worked Worse than that, we really didn t care I 
mean, there is a real elitist attitude at the federal level there s no 
partnership between the states and the federal government Most 
federal officials think the federal government is the senior partner and 
the states and local governments don t do anything much of 
importance except to carry out federal programs Beyond that, they 
just write traffic tickets and name streets That s a little bit 
oversimplified, but not much When I was m Washington, I concluded 
that state housing development corporations didn t make a whole lot 
of sense, but I didn t have the facts necessary to reach a valid 
conclusion So I didn t know very much about how state governments 
worked 

At the time, states were not very important in domestic policy at 
all Local governments, cities and counties, were, but states really 
didn t have all that big a role in federal programs If you were in 
transportation, maybe you had to deal with states on a broad basis 
because states generally run the highway program But m housing, the 
playing field was dominated by local housing authorities which are 
creations of cities and counties m urban development, urban renewal 
agencies had the leading role and they too were local, not state, 
agencies prime contractors in the employment training area were 
local 

President Reagan cut the states in for a much bigger piece of the 
action He didn t provide them any money but I m not sure that s bad, 
since states have taxing power They don t need money to the same 
degree that other governmental entities do A decade ago, however, 
states weren t very important to domestic policy at the federal level 
So what did you do about becoming familiar with how things work m 
Sacramento 9 

When I arrived, as well as when I departed, my chief deputy was John 
Vickerman Long before I arrived in Sacramento, he had put the staff 
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to work preparing briefing books that would give me a crash course m 
what the issues were and what was hot m the state My first day on the 
job, which was Halloween [October 31] 1977,1 began a senes of 
meetings with my new colleagues Each section, such as the health 
group or the education group would try to educate me on the issues m 
its area of responsibility I think I was a pretty quick learner m terms 
of understanding and grasping things I felt as we went through the 
analysis that I wasn t totally unprepared, that I could make a 
contribution 

And then Mr Vickerman, am I nght, had been one of the candidates 
in thejob? 

Yes 

Did that cause any problems? 

None at all 
Really? 

None at all 

Very professional, both of you 

Well, more so him I mean, the winner can always be gracious, and you 
would look to the loser to have sour grapes John may have had some, 
but it was never evident to me And he was as loyal and as supportive 
of me from day one as any chief deputy I could have possibly wanted 
The other thing is how much static was there about the fact that you 
were your predecessor, Alan Post s nephew isn t it? 

Oh, I think people like [Sacramento Bee columnist] Dan Walters had a 
good time with it, using terms like nephew tism" and the hke It was 
something that Dennis Carpenter had to deal with from a political 
standpoint m choosing me, but it never weighed on my mind at all As 
far as I was concerned, it was an interesting curiosity but nothing more 
It didn t make my job any harder or any easier 


[End Tape 1 Side B] 
[Begin Tape 2, Side A] 
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Whenever the subject of our relationship came up, I would make some 
light hearted remark that would end the discussion and go on to 
something else 

For example, it wasn t too long after I became legislative analyst, 
about seven months, that Prop 13 1 was approved by the voters 
Shortly thereafter, as you may recall, [Governor Edmund G ] Jerry 
Brown [Jr ] appointed Alan Post to head a blue ribbon commission 
charged with figuring out how to implement Proposition 13 in a 
humane, sensible manner 2 For the next four or five months, whenever 
the inevitable questions about my relationship to Alan came along, I 
responded by saying that I didn t want people to make too much out of 
the relationship between Alan and me I was personally convinced that 
he had earned his appointment to the blue ribbon commission on the 
basis of merit and that the governor never considered Alan s 
relationship to me m appointing him to that commission That usually 
kept me out of trouble 

That s a good response How much did you feel you were oriented by 
the Budget Committee and how much was your staff 7 
The Budget Committee didn’t orient me at all I think that Dennis 
Carpenter took me to lunch and we had some conversations, but 
basically his instructions to me were, "Look, we know that you have a 
good sense of what public policy is all about and what good public 
policy is and what bad public policy is, and you know what to do Go 
doit And leave the politics to us experts Don t try to do my job for 
me by coming over here and telling me what the political plusses and 
minusses are, because you re not going to be very good at that That s 
what I m an expert in Your expertise is your ability to analyze issues 
and understand the repercussions of various alternatives and what the 
hidden costs and hidden benefits are Your job is to tell the legislature, 
‘Here s the issue here are the various ways that you can deal with that 
issue, and here s what you can expect if you do this rather than that 


1 Proposition 13 (June 1978) 

2 California Commission on Government Reform 
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rather than the other thing And if you do that, you 11 serve the 
legislature well and you 11 probably stay out of trouble The 
committee pretty much left me alone As a matter of fact, I got too 
little guidance from the Budget Committee 
Really 9 

I tried to get the Budget Committee to be more forceful thinking that 
that would be a good move I don t know whether it would have been 
a good move or not but I was totally unsuccessful m involving them in 
what the analyst s office did Most of the members of the Budget 
Committee did not look upon their assignment as a political plum It 
wasn t a big deal to them, they didn t handle any money, no bills, no 
budgets 

But all those guys on the Joint Budget Committee also serve on other 
fiscal committees 

That s right They re generally leaders on the other fiscal committees 
It is the work of those committees that holds their interest In some 
cases, the interests of the Budget Committee and other fiscal 
committees collided For example, a subcommittee may favor 
something that, from an overall budgetary perspective, might be 
contrary to the legislature s fiscal policy goals When this happens, the 
member doesn t want the Budget Committee to get m their way So 
Budget Committee members loyalties and attention was and I m sure 
still is tilted toward their standing committee assignments, not their 
Budget Committee assignments The only exception to this rule is the 
chairman of the Budget Committee The chairman is much more 
oriented toward the committee As a result, the legislative analyst s 
office and the Budget Committee tend to reflect the chairman 

[Senator] Walter [W ] Stiern trusted me He thought that I had 
good mstincts, that I was honest and objective, nonpartisan, and loyal 
to the institution of the legislature I think he basically thought, "That s 
good enough He doesn t need me to be giving him guidance or to be 
telling him how to do his job 
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I tried to keep the chairman informed about what I was doing 
The only time I would get myself in trouble with Walter I never got 
m real bad trouble with him was when he thought I was trying to 
protect him by pulling punches on an issue Whenever he thought I 
was soft peddling he would admonish me by saying something like 
You re trying to protect me, and that s not your job It s not to protect 
the chairman It s to lay out the issues and then let the chairman 
decide what course of action to take If you re trying to protect me, 
then I don t know whether you re giving me the right story or not So 
please don t do that Make your case Give me all the information I 
need 

He was the kind of chairman who didn t want to be protected If 
he was convinced that an unpopular course of action was good public 
policy, then that s the position he was inclined to take He felt secure 
enough so that he wouldn t worry about the flack he d get from the 
other members He wasn t worried about having the committee 
overturn his judgments or his decisions, if that was their wish He 
defmitely did not want his legislative analyst confusing the role of 
objective, nonpartisan analysis with protectmg the chairman 
MORRIS Would this be on questions that came up m the Analysts 1 ^ 1 
HAMM No The committee, everybody from the chairman on down makes no 
effort to control the Analysis The legislative analyst s office has a 
totally free hand in what it addresses m the Analysis You d never get it 
done if the committee made any meaningful effort to review or clear 
the material There is no way the committee could deal with the vast 
array of issues It certainly wouldn t end up with a document that gives 
them alternatives to the governor s budget, which is what they need 
Even unpopular alternatives help them 

So the Analysis was put together by the legislative analyst s office 
with no guidance whatsoever from the Budget Committee The 
interaction between the committee and the analyst s office would take 

1 Analysis of the [fiscal year] Budget Bill , report of the Legislative Analyst 
to the Joint Legislative Budget Committee, Sacramento, California, [year] 
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place primarily when the governor’s office proposed to spend money m 
a way that was not contemplated by the budget This is an important 
element of the budget process 

There is a provision of every budget bill that allows the 
governor s office, through the director of Finance, to make 
expenditures that have not been contemplated by the budget In my 
day, this authority was contained in Section 28 of the budget bill I 
think it has a different section number now 

Whenever expenditures were proposed under Section 28, they 
would come to the Jomt Legislative Budget Committee for review As 
staff to the committee, the legislative analyst s office would analyze the 
proposals, then we would advise the chairman of the Budget 
Committee whether we thought the proposal made sense The 
chairman could not veto or approve the proposed expenditure, but he 
could give advice to the director of Finance He could say to the 
director of Finance, "I recommend that you not proceed with the 
expenditure" 

There was a gentlemen’s agreement between the legislature and 
the governor that the director would always acquiesce in the chairman 
of the Budget Committee s wishes In the eight years I was there, the 
director of Finance disregarded the wishes of the Budget Committee in 
only two instances One involved [Transportation Secretary] Adriana 
Gianturco s salary The legislature had included language m the 
budget bill making the funds for her salary contingent on certain 
actions, which were not taken to the legislature s satisfaction I can t 
remember whether the director of Finance was Mary Ann Graves or 
Richard Silberman 

MORRIS Was Gianturco’s salary higher than 

HAMM No It had nothing to do with that It was just pure politics She 

wouldn t build highways in Orange County or do what the legislature 
wanted her to do, and so they put language in the budget bill making 
the payment of her salary contingent on something or other Obviously 
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the governor could not knuckle under to such an intrusion on his 
prerogatives 

The language in the budget bill was a direct assault on his 
prerogatives So the governor basically gave the legislature thirty days 
notice that he was going to pay her her salary And although Walter 
Stiern would have just as soon let the issue die right there there were 
enough unhappy members in the legislature so that the Budget 
Committee pretty much had to go on record as saying No it s the 
legislature s view that you should not pay her That s why we put that 
language in the budget bill The governor directed the director of 
Finance to go ahead and pay her anyway What else could he do 7 His 
action was predictable, everybody anticipated it There were a lot of 
speeches, a lot of letters but nothing happened Nobody went to jail 
In many cases we would recommend to the chairman of the 
Budget Committee that he take a stance that was bound to be 
unpopular with some or many legislators I can remember one 
instance in which some of Senator [ ] Bill Greene s constituents 

came forward with a food distribution program that had not been 
contemplated in the budget They got the Department of Food and 
Agriculture to go along with their proposal, and the department 
notified the Budget Committee that they were going to spend some 
money, $50,000 60,000 maybe, on this food distribution program 

We analyzed the proposal and, m my judgment, found some real 
flaws with it It set a very bad precedent On the other hand, I could 
see the handwriting on the wall there was no way in the world that 
this program wasn t going to go forward 

I remember going over to Senator Stiern s office and kind of 
hinting at some of the problems But I pulled my punches After 
listening to me, he said, "You really thmk this is a good idea 7 " I 
replied, 1 Well, no, I don t think it s a good idea ' 

He asked, Well, why are you recommending that I go along with 
this 7 I responded, 1 Well, having sat m on the hearings, I just know the 
votes are there to approve this He said, "So, what you re trying to do 
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is protect me from having my decision reversed by the committee 
"Well yes," I replied And he said, I don t want you to do that That s 
not your job 

He then asked me ‘ What would you recommend if it weren t for 
the political considerations?" I said, I would recommend that you 
withhold your concurrence and advise the director not to proceed ' 
And he said, "Well, I think that s what we ought to do I think that s 
the right course of action Go draft a letter to that effect So I did 
And the committee overturned him on a 13 to 1 vote But he wasn t 
unhappy about it He said, "We did the right thing We made our 
point They 11 be a little better prepared next time They won t be as 
sloppy in the future We did the right thing Don t you worry about it 
That s an interesting device Do the executive department people 
always comply with that requirement that they give notice that they re 
going to 

Mostly, but not always The Department of Corrections doesn t The 
Department of Corrections in this era, is too powerful and 
unconstrained for my money They have done an awful lot of things 
for which they didn t have any spending authority that were contrary to 
the provisions of the budget act In many cases, they would come 
forward as they were required to do with thirty days notification, but 
not in all cases In some cases, we d find out about the unauthorized 
expenditures after the fact and raise hell with them But they were 
riding the tide of the 'get tough on crime wave, so it was pretty hard to 
bring them to budget discipline 

You said you had never been to Capitol Hill with your analyst s hat on 
When did you get introduced to presenting the budget? 

The first time that I ever went to a legislative hearing was J William 
Fulbnght s which I ve already told you about The second time that I 
ever attended a legislative hearing was in November or early 
December 1977, when I had to testify on Senator [William] Campbell s 
sunset bill The legislature was not m session, but the Government 
Organization Committee held an interim hearing on whether or not 
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there should be a sunset requirement Back in the late seventies, 
sunset was kind of the coming thing Senator Campbell was on the 
Budget Committee and I knew he was one of the ones who had really 
supported me as Alan s successor So, this is my first heanng and I find 
myself testifying on a bill carried by one of my key sponsors that, in my 
judgment, is a terrible idea, an absolutely terrible idea 

I basically testified to that effect Poor Senator Campbell sitting 
up there on the dais, having told all of the members beforehand what a 
great guy I was and how proud he was of me and how proud he was of 
the legislators that had selected me, and then I took his bill apart 

MORRIS On its fiscal implications? 

HAMM No It s not a fiscal issue at all It doesn t work, it spins a lot of wheels 
The reason that agencies and programs don t go out of existence is not 
because they re authorized m perpetuity, it s because there s an 
interest group that supports each one of them, that backs them, and 
that will fight to the death to keep them going Sunset provisions have 
never worked They didn t work m Colorado where they were 
invented All they do is generate a lot of paper and get people like the 
legislative analyst and committee consultants distracted with a lot of 
non issues while the real issues go unaddressed 

To give you a good case m point, the Federal Housing 
Administration, FHA, had one or two year sunset provisions at least 
until the late seventies At no time when I was in Washington and was 
intimately associated with all of this were the issues contemplated by 
sunset proponents raised prior to reauthorizing the FHA The only 
reason that FHA was sunsetted was so that the Congress would have 
an opportunity to stick the reauthorization in a bill and make the bill 
veto proof Having done so, Congress could then stick some other 
things in the bill that the president didn t want, without fear of veto In 
effect, Congress would extort the president s signature by presenting 
him with the alternative of seeing all of the FHA insuring offices closed 
down 
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The reason programs that are not pulling their weight stay in 
existence has nothing to do with how the law is written it s pure 
politics By passmg the sunset bill, you don t change the politics We 
have a dandy report on this subject the first one I ever worked on at 
the analyst s office but Colorado s experience provides the case study 
The good government types trumpeted the success of the sunset bill m 
Colorado when seven agencies went out of existence after the first 
year By the end of the second year, five of them were back 
Were back m existence? 

Right And I m sure that the other two probably have made it back by 
now, because it wasn t the absence of a sunset date that kept them 
going previously it was politics 
Is that the same thing as a zero budget exercise? 

There is a lurking suspicion on the part of everybody who has some 
familiarity with the political process that thmgs are "fouled up 1 because 
of bad laws, or bad information If only we started every program at 
zero m the budget process and went from there, mstead of making 
decisions at the margin, as Aaron Wildavsky talks about, the results 
would be better Unfortunately, the process of making decisions has 
nothing to do with the survival rate of bad public policy 

It s not the way we budget that causes the Pentagon to spend 
$850 for a hammer It s not the way we budget that causes the 
Department of Housing and Urban Development to waste millions of 
dollars on subsidized housing programs Or the classic example 111 
let you decide whether it s wasted or not spending billions on price 
support for farmers It s not the absence of a termination date in the 
law Nor is it the process of doing the budget It s politics Budget 
analysts know what the problems are They don t need the discipline 
of zero based budgeting to discover them The heart of the matter is 
that changing the budget process won t cause political considerations 
to go away You can budget for the Commodity Credit Corporation 
any way you want to The results are going to be largely the same The 
farm community is very powerful, and it is represented m enough 
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districts so the members listen to them They re not going to eliminate 
price supports for the favored commodities, no matter how the budget 
is put together 

So, yes, it s very analogous When I was in Washington we went 
through a whole senes of these quick fixes 1 First there was PPBS 
[Planning Programming Budgeting System], a process which attributes 
to an absence of planning the "mess in government PPBS was tried 
during Lyndon Johnson s administration, but it didn t work Then it 
was management by objectives, which assumes that "government 
doesn t work because we don t set objectives and manage toward 
them" So [former Deputy Director of OMB] Fred Malek imposed 
MBO [management by objectives] on OMB during the Nixon 
administration Agam there was no discernable difference in the 
outcome of the process Then Jimmy Carter said, 'Naw, you guys are 
all wrong ZBB [Zero Based Budgeting] is the answer' 

Zero based budget made its appearance in 1977, so that would 
have been the 1979 budget This was like the ninth budget I d worked 
on, and I guarantee you it didn t yield any different results compared to 
the other budgets 

In sum, it doesn t matter what the budget forms look like It 
doesn t matter what the instructions say you ve got to submit The 
political forces don t pay any attention to them 
Then it was the following spring that you went to the state legislature 
to present the analysis of the first budget that you had worked on in 
Sacramento 

Right I think the next time I testified was probably in late January 
[1978] where I gave my initial reactions to Governor [Jerry] Brown’s 
budget And then at the end of February, I delivered a full dress 
analysis of it, because by then we had had a chance to do our analysis 
What was that experience like 7 Was it what you had expected 7 
Yes I was never intimidated by appearing before a legislative 
committee and always felt very much at ease That was not a problem 
for me When I was m graduate school, I had a problem speaking 
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before groups, but somewhere along the line I must have outgrown it, 
because public speaking is not a problem for me 
In general, do the legislative committees treat the analyst s people as 
on their side as it were? 

No, not at all They usually treat the legislative analyst himself or, 

as the case is today, herself [Legislative Analyst Elizabeth 

Hill] pretty well Their treatment of the staff is a different story 

One of the things that I constantly had to do was go over to members 

offices and gently admonish them for picking on the young analysts, the 

junior analysts 

[Interruption] 

When the legislative analyst comes m with a recommendation to 
reduce a program and the gallery is packed with supporters of the 
program the members of the committee frequently take the 
opportunity to score some points with that group, so sometimes they 
come down pretty hard on the analyst 

Even though presumably they ve been able to take a look at the 
material and the budget and documents? 

Sure It s posturing It s an important part of the process I think a 
certain degree of that is just fine It s when they really start attacking 
the motives and the humanity of the legislative analyst s representative 
that I draw the line The members have driven some of the analysts 
back to the office m tears They seldom lose their composure m front 
of the committee, but it s often a very painful experience for them just 
the same because the members just can be very inconsiderate 

So when that happened, I would remind them, "These people 
work for you, and they re trying to help you They don t help you by 
telling you what you want to hear, and then go on to tell the next 
member what he wants to hear 

They always treated me pretty well I mean, there were a couple 
of times when they jumped on me pretty hard But I was part of the 
process and it never bothered me at all Let them blow off a little 
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steam at my expense I figured that s why I got that handsome salary 
It was just fine But on the whole they treated me very well 

MORRIS Coming m from out of state into the department, were there some 

ideas that you wanted to try out 9 Or as you got into the job, were there 
some innovations that you introduced 9 

HAMM Well, yes I wanted to get the focus away from the lme item budgeting, 
and elevate it a little bit to what the issues were, not just the issues that 
we re dealing with today but to try to look twelve, fifteen, twenty four 
months out into the future and try to anticipate what those issues are 
going to be and get the legislature thinking about them and doing 
whatever the legislature could do now to make a good decision about 
these issues later on It s very obvious that the closer you get to the 
drop dead date, the fewer and fewer options you have in order to 
resolve the issues So the best time to try to deal with these things is 
way back here when you have plenty of options, not right up here 
when you have none 

I guess the one contribution that I made that I m probably the 
most proud of is increasing the focus on these emerging issues m the 
course of analyzing the governor s budget Gradually this led to the 
development of a companion document to the Analysis of the Budget 
Bill which we called Perspectives and Issues 1 The document itself is of 
secondary importance the important thing is it gets the individual 
analysts to think more about these issues, to be oriented toward the 
future, and to communicate alternatives for dealing with the issues to 
the legislature so the members can begin the thought process The 
reaction was never, Oh that s right We ought to decide this 
tomorrow' It s a much more subtle kind of influence where there may 
not be a whole lot above the surface that s going on but over time 
committee hearings are held and research reports are requested and 


1 The [fiscal year] Budget Peispectives and Issues, Report of the 
Legislative Analyst to the Joint Legislative Budget Committee, Sacramento, 
California [year] 
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testimony is taken and the legislature may get a jump on dealing with 
the issue 

And begins to say, "If we do this now, what’s going to happen two 
years, five years down the line?" Does some of that relate to the kind 
of data the Department of Finance develops 9 Some of their budget 
documents used to have projections two and three and five years out 
I can t remember whether that was part of the governor’s budget 
documents or not I thought the Department of Finance was too short 
term in its orientation, as is the Office of Management and Budget 
Bill Hamm, when he was there, was too near oriented term " OMB is 
still focused on the near term When you re faced with Gramm 
Rudman Holhngs [Act], 1 it s very hard to think about two or three 
years down the line 
And Paul Gann 

And Paul Gann That s right Howard Jarvis 
Well, the parallel question to that is, having observed the state s 
budget process for some years, there seems to be continual uncertainty 
and unpredictability about what the state revenues are going to be 
from one month, let alone from this year to three years out Is there 
any way to get a handle on that 9 

Oh, I think we ve got as good a handle on it as you can have The 
numbers are big m absolute terms They re not very big m relative 
terms The budget right now is, what, $40 billion If we miss the 
budget by 1 percent, if we miss revenues by 1 percent, we re off $400 
million That s a lot of money, but it s only a 1 percent error Since 
you re basically dependent on the actions taken by ten, twelve million 
taxpayers, it s very difficult to be much more accurate than that The 
way you deal with estimating errors that is to assume that over time the 
plusses and the minusses are going to largely offset each other And I 
think over the long haul they do 


1 The Balanced Budget and Emergency Deficit Control Act of 1985, 
Pub L 99 177, 99 Stat 1038 (codified as amended in scattered sections of 2 U S C ) 
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When I first came to town, we were collecting more money than 
we estimated and the "obscene surplus" built up The problem now 
isn t an obscene surplus, it s revenue shortfalls Recognizing that m 
some years revenues will exceed the estimates and fall short m other 
years, you establish a rainy day fund 


[End Tape 2, Side A] 
[Begin Tape 2, Side B] 
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When revenues fall short, you dip into the fund That part s pretty 
easy The other part s harder when revenues come in higher than 
anticipated 
Not spending it ? 

Not spending it, exactly But if you have the discipline not to spend it 
and if your constitution allows you to hoard those excesses and save 
them for a rainy day, then you don t need to worry so much about the 
imprecision of the revenue estimates 

I don t think revenue projections are a problem that is worth a 
whole lot of time right now [Assembly Speaker] Jesse [M ] Unruh, 
rest his soul, was convinced that the people making these estimates 
were a bunch of incompetents and that the Department of Finance 
was corrupt and the legislative analyst s office couldn t estimate So 
largely at his urging, the legislature set up the Commission on State 
Finance 

111 let one of your graduate students do an unbiased, objective 
analysis of the Commission on State Finance s revenue estimates And 
111 take the suspense out of this endeavor by telling you that the 
conclusions are going to be the Commission on State Finance has not 
done a better job than the Department of Finance or the legislative 
analyst s office in projecting revenues It s either done as good a job or 
a worse job but not a better job But yet there s a million dollars a year 
that we re spending 
To duplicate something that s 
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To duplicate something that s already going on Before the 
Commission on State Finance is abolished, we re going to have a 
revenue commission that will be set up because the Commission on 
State Finance and the Department and Finance and legislative 
analyst s office can t get the numbers right So the solution will be to 
have somebody else estimate it 

It s like predicting the economy We ve got ten thousand 
economists out there and if the solution to one bum forecast was to 
hire another forecaster we d have all of these economists working for 
government and we wouldn t know any more then than we do now 
But according to your theory on sunsets and zero budgeting it s not 
likely that there will cease to be a constituency for the Commission on 
State Finance 

Well, when Jesse Unruh passed away, that was the time to do 
something about it, because he was the prime mover behind the 
Commission on State Fmance Somebody should have been ready 
with a bill to get rid of the commission I suspect, however, that the bill 
would have had a tough time of it, since some would portray the 
commission as a monument to Jesse s inspired leadership Agencies 
like the commission just take on lives of their own There s always 
going to be a chairman of the commission I think [Assemblyman] 

John Vasconcellos may be the chairman now So to get rid of the 

agency you d have to displace him It s very hard to do 

Why don t we stop there for today? You have another meeting and I d 

like to come back at some other time and ask how you dealt with the 

presence of Prop 13 

Fine I d be happy to 

Good 

[Interruption] 

How much material have you recorded on state government? 
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MORRIS Our office began documenting state government with issues of the 
1930s and 40s We have a number of oral histones dealing with the 
years of [Governor] Earl Warren in California government 
HAMM Good heavens 

MORRIS Earl Warren was fond of the rainy day fund as a place to squirrel away 
excess wartime revenues The legislature screamed and yelled and 
moaned about how awful that was 

HAMM Well, as I say, dipping in to the fund is easy It s the same problem you 
have with fiscal policy I was trained in Keynesian economics, and 
Keynesian economics has a certain degree of intellectual appeal to it, 
but in a political context, it begins to break down real quickly, because 
the essence of Keynesian economics is that government leans agamst 
the wind That s fine when the wind says Spend more When the 
wind says, Spend less or tax more the members run for cover Like 
the elbow, it only bends one way 
[End Tape 2, Side B] 
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[Session 2, April 11,1989] 

[Begin Tape 3, Side A] 

MORRIS I was wondering how the department decided which subjects to cover, 
and how much input with, conversation you had with the committee 
chairman or other members of the committee about what went into 
different issues 

HAMM OK I think as we discussed briefly last time, Gabnelle, we did not get 
a lot of direction and guidance from the members Early on in my 
term as legislative analyst, I set up appointments toward the end of 
each session of the legislature and went around and talked to all of the 
subcommittee chairmen, and reminded them that they had a staff of 
ninety to one hundred people over in the analyst s office that existed 
for the sole purpose of helping them carry out their constitutional 
duties What kind of research and analysis would be of assistance to 
them, would be of use to them in trying to put the budget together the 
following year or to do oversight or to legislate 9 I would usually 
announce my intentions m advance by sending them a memo, and then 
I d set up a meeting 

MORRIS This is subcommittee chairmen 9 

HAMM Subcommittee chairmen for the two fiscal committees [Assembly] 
Ways and Means and Senate Finance [Thomas] Tom Dooley, who 
was the deputy legislative analyst m charge of the budget area, would 
frequently come with me And those sessions universally were 
unsatisfying to me I don t recall ever coming away with any guidance 
that was really responsive to what I felt I needed as the head of the 
department Most of the subcommittee chairmen that I spoke with 
seemed like they hadn t really thought about it before I came m The 
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things that they wanted us to look at and follow up on generally were 
allegations of fraud and abuse "I heard somebody was using this 
airplane for private purposes and not state business, and could you 
look into that? I think that was pretty typical of the guidance we got 
I do remember that one subcommittee chairman he s no 
longer m the legislature told me that he wanted to review all of our 
findings and conclusions before we published anythmg He said he 
would decide whether he agreed with them or not, and if he didn t 
agree with them, then we d have to go back to the drawing board I 
respectfully told him I didn t think we could operate that way There 
were 120 members of the legislature and I felt responsible for 
reporting to and serving all of them, and that if the Budget Committee 
that supervised the office wished to, on behalf of the membership, 
prescreen the material, then obviously that was perfectly acceptable to 
me, but I didn t think I could make that commitment to an individual 
member He basically said I didn t understand the system Well, I 
didn t do anything to comply with his mstructions Apparently he 
didn t do anything But it was very difficult to get guidance from the 
members as to what our priorities ought to be 

So the answer to your first question is, we identified the issues 
We would have a series of meetings that usually began in September 
where I would meet with each of the sections there were nine 
sections m the office The staff would come in with a list of issues 
that they thought were ripe for development The list might include 
long term problems, medium term problems, and some short term 
problems The staff would try to anticipate what kinds of things might 
be in the governor s budget that would be controversial, where the 
legislature would want some perspective on the issue, some facts, and 
we d try to address those needs 

We also would talk about possible chapters of the Perspectives 
and Issues document and tentatively agree on what the priorities ought 
to be It generally wasn t my style to say, "OK, let s do this and let s do 
that" We d kind of talk it through, and there would generally be a 
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consensus We recognized we d have to make mid course corrections 
once we got a sneak preview of the governor s budget Frequently 
Did you get a sneak preview of the governor s budget? 

Oh, yes Much more so prior to [Department of Finance Director] 
Jesse Huffs arrival in the Department of Finance, but even during the 
[Governor George] Deukmejian administration, we got to see the 
budget schedules We didn t get the same kind of cooperation from 
Jesse that we had from previous directors of finance [Michael] Mike 
Franchetti, who was Deukmejian s first director of Finance, was indeed 
very cooperative 

Is that a matter of policy or just their different styles? 

You d have to ask them I don t know In any event, I m getting off the 
track We would have these issues that we thought were ripe for 
development and we d assign responsibility for developing them Our 
plan always was to write as many of those issue papers before we 
turned to the budget so that we wouldn t have everything coming into 
this little tiny funnel in January and February when there were just too 
many other things to do We seldom were successful in ful fillin g our 
noble intentions We d wait for more mformation and just couldn t 
seem to bring things to a close until the last minute 

So the agenda was largely of our own creation The criteria that 
we used as I said, reflected what we thought the primary issues facing 
the legislature would be over the next one to three years I don t think 
we kidded ourselves that we could see into the future much further 
than three years 

Was this to get your policy ideas into a more manageable framework 
for the legislators to think about? 

Yes It served a variety of purposes It was a much more useful forum 
for presenting policy issues than our traditional analysis of the budget 
bill, which was keyed to individual items in the budget bill I think the 
item oriented approach is a very useful way of identifying budget issues 
for the legislature to address and it does make it easier for the 
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legislature to put its mark on the budget bill, but it tends to fragment 
the issues instead of focusing on some of the bigger picture topics 

The budget bill, to give you a good example, will propose funding 
for a new prison at Avenal, and you can debate the governor s 
Department of Corrections over whether the prison ought to be a level 
three or a level two, whether it ought to have gun towers, whether it 
ought to have razor wire, what the capacity ought to be, what kind of 
work programs there ought to be Those are all important issues that 
need to be resolved before the prison goes into construction But the 
budget request for Avenal can t serve as an effective starting point for 
discussing the overriding issue what kinds of services will the state be 
able to provide its citizens five, ten years down the line I m 
contradicting my three year rule, but it s justified here if the rate of 
growth in spending for corrections programs continues to be triple, 
quadruple the rate of growth in spending for everything else 

So what we did in this 1985 Perspectives and Issues is, we took the 
rate of growth and spending for correctional programs and then 
cranked m the impact of the Gann limit, which limits the rate at which 
all expenditures can grow 1 We showed that the noncorrectional part 
of the budget was being compressed That means relatively less for the 
big three health, welfare, and education These three areas account 
for 83 percent of General Fund expenditures, as I recall Spending for 
corrections brings the total to over 90 percent 

So here s something for the legislature to think about while it still 
has an opportunity to make changes the certainty of having to reduce 
education, health, and welfare, the certainty, unless one of two things 
happens one, that something is done about the Gann limits and 
I m one of those rare birds who will go along with some changes m it, 
but I certainly wouldn t throw them out wholesale like your [Umversity 
of California] president [David Gardner] said he would yesterday, or 


1 Reference is to budgetary restrictions, known as 1 Gann limits," enacted 
by Proposition 4 (June 1979), an initiative measure sponsored by People s Advocate, 
Inc founder and president Paul Gann 
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two, you ve got to do something to taper the growth in spending for 
correctional programs 

We had a number of ideas that we thought warranted the 
legislature s considerations We presented those ideas I didn t expect 
a bill to go sailing through on the heels of our discussion It takes a 
while for the members to think about these things and to hold hearings 
on them and for the ideas to germinate 

That was 1985 when it was possible to mitigate this compression 
But by the time you get to putting together the 1990 budget, you don t 
have as many options Even though it s a $35 billion budget, the 
governor doesn t have $35 billion worth of leverage on the budget He 
has leverage of maybe three quarters of $1 billion The rest of it is 
locked in He can t do anything about it, not in 1990 In 1985 he can 
do an awful lot about it, or the legislature can do an awful lot about it 
by changing the laws and changing the trends 

So if you wait until the issue is staring you in the face, it s too late 
to do anything about it The problem is, if you try to get a consensus 
going to address the issue before it s staring you right in the face, 
people often don t want to think about it, because that s manana 
The Perspectives and Issues document was designed to try to 
extend the members time horizons by alerting them to the problems 
coming down the pike and to give them some options for dealing with 
those problems Yes, we would frequently put in our two cents on 
what we thought the best course of action would be But often we 
would not do so for tactical reasons On some matters, if we took a 
position, then the issue would be our position rather than the real 
issue, such as What are you going to do about the growth in 
correctional expenditures? So we would frequently pull our punches 
just to avoid clouding the issue with something that would get the 
legislature off m a blind alley 

MORRIS Trying not to predefine the terms of the discussion? 

HAMM Right Let me give you an illustration If I were to say that the 

legislature ought to redirect felons who are not guilty of crimes against 
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people into alternative correctional programs that did not take up 
space in prisons counterfeiters, for example, white collar 
criminals if I made that recommendation as part of a program to 
help the legislature manage the 1990 budget and avoid it being all 
eaten up by the Department of Corrections, then I dare say a number 
of members most of them with' R"s [Republican] after their names, 
would skirt the real issue and instead want to discuss whether the 
legislative analyst was soft on white collar crime 

In other words, my recommendation would be the issue, not the 
underlying policy problems And I don t want my recommendation to 
be the issue I m perfectly content to wander into the eye of the storm 
and so if there s a hearing on what to do about the problem, I want to 
be there I want to tell them what my two cents is But if we make too 
much of our recommendation at the beginning, we 11 never get to a 
heanng on the real issue So you have to be very careful in how you 
present issues to avoid not closing people s minds when what you re 
really trying to do is get them to focus on something 

MORRIS To what extent was this Perspectives and Issues process a response to 
the legislators dealing with Proposition 13 and then Prop 4, the Gann 
limit? 

HAMM If it was a response it was one that was subconscious I m not aware of 

any direct connection I perceived from my first run through the 
Analysis that the. Analysis was a very good tool for helping 
appropriation subcommittees amend the governor s budget I don t 
think it s an effective tool for the legislature to use in doing strategic 
planning I think I was struggling with how we could help the 
legislature fulfill its strategic planning objectives, and the end result 
was Perspectives and Issues 

But I don t think that it was directly linked to Proposition 13 or 
Proposition 4, except to the degree that Certainly Proposition 4 is 
the kind of a measure that requires you to look down the road If you 
just took a snapshot of 1979 or 1980, you d conclude that the Gann 
limit was a nonentity, that it wouldn t ever constrain government, 
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because Gann didn t do a particularly good job of drafting the section 
of the provision that set the initial limit He left the door open for the 
legislature to pump up the base, to the extent that in 1979,1980, and 
1981, the state ran out of money to spend long before it ran out of 
room within the appropriation limit And so the appropriation limit 
was a number that appeared in th e. Analysis and in the governor s 
budget, but it was strictly theoretical Nobody thought we d ever reach 
it 

Of course, we knew we d get to the point where we had more 
money than we had room in which to spend it, but m the initial years 
we didn t have enough money to spend up to our limit So the limit 
wasn t binding at all We knew that was going to change mathematics 
tells you it s going to change But at the time we were, I think, 
concerned about a year or two of the bail out and various other 
ramifications from Proposition 13 

The material I read said that you had worked with the Department of 
Finance, or your staff people had worked with the Department of 
Finance, to set the appropriations limit 
Yes 

Was that a complicated process 9 

It s extremely complicated, and to the best of my knowledge the 
process has continued to this day Government is so big there are so 
many terms of art in Proposition 4 There is room for people of good 
will to reach alternative conclusions The single most knowledgeable 
person m the state of California with respect to Proposition 4 in my 
opinion is Peter Schaafsma, who was the head of the revenue and 
taxation section m the legislative analyst s office He plowed into this 
thing he wrote the analysis of the measure for the voters pamphlet he 
devoted extensive time to thinking through all of these issues I don t 
think there s anybody m the Department of Finance or anybody else 
who knows more about it than Peter Peter really tried to play it 
straight I think the Department of Finance at the staff level tried to 
play it straight so long as the results didn t count 
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Both Peter and his counterparts m Finance took the approach, 

1 We re not going to try to lean one way or another, we re going to 
mterpret the measure using the rule of reason and try to be as up front 
and honest about the whole thing as we can be That was real easy in 
the early eighties when it didn t matter what the limit was, because you 
didn t have enough money to make it relevant 

By 84 or 85 I don t remember exactly what the year 
was the rate of growth in the California economy was threatening to 
carry tax revenues beyond what the appropriations limit could support 
Now all of a sudden the calculation of the limit is not just an exercise in 
theory now it counts The governor is faced with a potential 
embarrassment in that he may not be able to meet all his commitments 
and observe the constitutional restrictions on the appropriations limit 
At this point, his Department of Finance does I guess what I would do 
if I worked for the governor and that is start looking for ways to 
comply with the letter of the law without restraining the governor s 
ability to carry out his program This is when we began getting from 
Finance interesting interpretations of what various parts of the 
measure really meant Those revisionist interpretations always seemed 
to go in the same direction allowing for more expenditures 

We continued to play it straight and this forced us to challenge 
the Department of Finance s interpretations In the process, we 
sometimes got the legislature angry with us Although legislators love 
to embarrass the governor regardless of whether he s Democrat or 
Republican, they also love being able to spend the maximum amount 

MORRIS Particularly if that money was commg in 

HAMM Right So they were not always pleased, I guess, with our conclusions 
But, yes, there were an awful lot of games that were played in the mid 
eighties I don t know whether they re still continumg because I 
haven t been close enough to it, to be honest with you But I know if 
you go back and take a look at the analysis of the 1985 86 budget bill 
and the 86 87 budget bill, or in the Perspectives and Issues I can t 
remember where we addressed this 
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Eighty six eighty seven 

That was certainly the big year, because that was when the shoe really 
started to bind the heel, and that s when we really started to get into it 
with the Department of Finance 
Disagreeing as to how different 
Yes, absolutely 

Going back to the beginning when you were setting up the initial 
formula, did anybody talk to Paul Gann or any of the people m his 
organization 9 

I think the answer to that is yes, but I can t remember the name of the 
guy who worked for the Taxpayer s Advocate who frequently 
represented Gann on these issues But I m sure Peter had many, many 
conversations with him I talked to Paul Gann a number of times 
myself, not about the intricacies of the appropriations limit, because he 
wasn t the one to talk to that wasn t his forte The proposition was 
written by [Vigo G ] Nielsen There s a a law firm that does a lot of 
Republican business [Nielsen, Merksamer, Hodgson, Pannello & 
Mueller] Nielsen is one of the partners Not Senator [James W ] 
Nielsen who used to be the majority leader It seems to me Nielsen s 
law firm actually wrote Prop 4 And sure, we were m contact with 
them 

In domg the write up for the ballot pamphlet, we always talked 
with the proponents to learn what they thought the language in their 
handiwork really meant We don t always buy their interpretation 
because we can t overlook the meanmg of clear Enghsh, and if they say 
that red means white, we ve got to say red means red But I m sure 
that we had plenty of contact with Citizens for Public Advocates or 
whatever Gann s organization 
People s Advocate 
People s Advocate, right 
Public Advocates is a different organization 

Right, People s Advocate I have a very good relationship with Paul 
Gann 
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The question about Paul Gann is variously that he is sincere or that he 
has used the movement to build an organization that keeps him and his 
wife 

Does it need to be either/or ? 

That s a reasonable hypothesis 

Isn t there a phrase "doing well by doing good" 7 

That s an old college song 

I think Paul Gann is very sincere I also think that he was one of the 
first and I gave a little speech about this to your UCLA [University 
of California at Los Angeles] campus for the lecture senes they have m 
March 1 I think Paul Gann was the first one to recognize the 
mcome generating potential of the initiative process When I came to 
California in 1977, the conventional wisdom was, the initiative process 
is only available to the super rich, because they re the only ones who 
have enough money to get something on the ballot Paul Gann showed 
that that wasn t true He showed that you could actually make money 
in qualifying measures for the ballot 

I ve got the figures m this pamphlet, I can t remember what they 
are, but it was very clear to me that m a couple of his initiatives I 
can t remember if Proposition 4 was one of them or not but he took 
m far more than he paid out in order to get the measure on the ballot 
And I think a lot of people began to catch on and say, Look what 
Gann is doing here He s actually usmg this as a way to solicit funds ' 
This is the political counterpart to nuclear fusion [Laughter], that 
the University of Utah beat the University of California to the punch 
on, where it really is a skyhook you create more energy than you use 
to create it You need a high speed computer, some good mailing lists, 
people with smarts to put them together, and you can send out letters 
and bring in a ton of dollars and spend 80 percent of them to qualify 
your measure and then you send out more letters and say, "Now that 


1 'Plebiscitanan Democracy in California The Initiative Process," Dr 
William Hamm Third Annual Bollens Memorial Lecture, UCLA, March 31 1987 
See appendix 
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we ve got it qualified help us get this thing passed, and people will 

send in money, and you can pay big salaries, if that is your desire, to 

your consultants and yourself and everybody else So yes, I think the 

answer is both He did both 

Was Nielsen a Los Angeles firm or Sacramento 7 

Sacramento [and San Francisco] John Vickerman will know exactly 

who this firm is 

Yes Because that s one that hadn t turned up Mr Gann himself is 
very inspirational and 
But he s not a draftsman 

No And he says that He says "We had some lawyers, 1 but then he 
never could remember their names 
Yes I do I think it s Nielsen 

Well, this morning I came across a summary of Alan Post s commission 
report in 1979 and I was interested to see that it included a 
recommendation for government spending limitations I don t 
remember that being discussed at the time 
Actually I thmk that there was a fair degree of discussion about 
spending limitations even prior to the time that Gann earned his 
initiative In 1978 Senator [John] Garamendi proposed a 
constitutional amendment that would have imposed a constitutional 
limit on spendmg Peter Schaafsma and I worked with him on this bill 
I thmk we appeared at several committee hearings There were a lot 
of technical problems with his bill, as I recall It s been over ten years, 
and I can t remember precisely I do recall spending limits were in the 
air 

Then Senator [Paul E ] Carpenter decided that this was an 
issue Paul Carpenter not Dennis [E ] that this was an issue 
whose time had come I remember he got me to give up a Saturday 
morning to come down and meet with one of his citizens groups As I 
recall it was in the spring It must have been the spring of 79, because 
I had all kinds of gardening projects that I loathed putting aside that 
Saturday He was trying to start a citizens movement to get a 



51 


constitutional spending limitation on the ballot Tennessee already 
had one I think, and other states were moving m this direction So it 
was idea that had some currency 

MORRIS So the legislature by that definition would not have been terribly upset 
when somebody like Paul Gann came along and gave the idea much 
more visibility 9 

HAMM Oh, I don t know whether that s the case I don t really know I think 
the legislature would, because it s 120 different people, have had 120 
different views of this 

Let s take Senator Garamendi as an example I haven t talked to 
him about this recently But Senator Garamendi is pretty liberal when 
it comes to spending tax dollars on health and welfare programs I 
think he d acknowledge that If I had to list the members of the 
legislature m descending order, starting with those who were most 
mterested m restraining government s ability to spend tax dollars, 
Garamendi wouldn t be in the top ten or twenty or thirty or forty 
probably I don t know if this is an illustration, but m many cases 
members want to make what 111 call a preemptive strike "If we can 
get something m place, then maybe that will take the steam out of the 
sails of others with more radical ideas 

[End Tape 3, Side A] 

[Begm Tape 3, Side B] 

HAMM I told Paul Gann this back in 85 or 86 86,1 guess that the Gann 

limit was gomg to be changed There are no two ways about it I would 
bet my house that either the legislature or the voters will change the 
Gann limit within ten years If you projected things out, the gap 
between how much money we collect in taxes and how much we can 
spend, and the gap between how much we could spend and how much 
it takes to continue current services m health and education the 
gaps are too big The public won t stand for it So clearly the limit is 
going to be changed 
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And the smart thing to do, if you wanted to preserve a limit that 
actually does constrain spending, is to get m first with a change that will 
relax the limit but not take all of the teeth out of it Once you ve done 
away with the most egregious problems, there s not a whole lot left for 
[Superintendent of Public Instruction William] Bill Honig and David 
Gardner and the others to really attack But right now there s plenty 
Obviously, Gann never did anything about these egregious 
problems Or at least if he did try, he let other people hang too many 
Christmas tree ornaments on it, such as exempting the highway 
expenditures from the limit, with the result that he lost the support of 
people like me who otherwise would have gone along 

One simple change would make the Gann limit much more 
palatable I forget who s sponsoring this change now in the legislature, 
somebody s carrying a bill to do this, and it s one that I certainly 
support Instead of limiting the growth in appropriations subject to 
limit to the combination of population growth and consumer price 
index, you limit it to the mcrease m personal income, which gets 
population growth, price increase, as well as real growth in the 
economy This change would allow government to grow with the 
state s economy If you don t reflect real growth in the limit, then 
government becomes a smaller and smaller share of the economy over 
time 

Even people who are extremely conservative at some point say, 
No mas That s enough Cap Weinberger would say, No, can t go 
any further than that We ve gone far enough But the limit as it now 
exists in the constitution doesn t let you say, OK, that s it We ve 
accomplished our purpose Now we can let government grow at the 
same rate as the economy' So what Gann needed was a preemptive 
strike He didn t do that 

Homg almost got something through last year that would have 
taken all the teeth out of the Gann limit You d have had a limit in the 
constitution but it wouldn t have limited anything Gann s failure to fix 
the problems with Prop 4 also led Homg to propose what ultimatefy 
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became Proposition 98 1 In my opinion, this measure sets up some 
veiy undesirable consequences for everybody except schools and 
community colleges, including your employer Honig might have 
gotten his Proposition 98 through in any event, but a preemptive strike 
could have made it a lot harder 

Well, looking at California finance debates over the years, it seems like 
every other one is about school financing In the time that you were up 
there in Sacramento, there were two or three measures There was 
one that I didn t understand I hadn t come across it 
before about an in lieu tax change that the proceeds went to local 
schools, and if that didn t bring m enough money then the state 
government had to make up the difference Does that nng a bell? 

No, but 

S B 813 m 1983 2 

Oh, OK That was an extreme Was that [Senator Alfred E ] 
Alquist? Who was it? It doesn t say 

The Perspectives and Issues did not cite the author It did cite the bill 
OK, good for them I think that was a major school finance bill that 
had all kinds of provisions in it SB 813 started a number of 
categorical grant programs for such things as environmental education 
and who knows how many other things I can t remember what all of 
the features were of 813, but your point is veiy well taken You said 
every other debate seems to be about education Since education 
receives more than half the money spent from the General Fund, that s 
not surprising, it s certainly true 
Then there was the lottery 
Right 

Having watched the lottery proposals for twenty five years in 
California, it seemed to me that education was a way to get a lottery 
bill passed rather than lotteries being proposed by education people 
But it still was presumed to put a lot more money out for education 


1 Proposition 98 (November 1988) 

2 S B 813,1983 Reg Sess, Cal Stat, ch 498 
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And yet we never seem to have enough money for education That s 
the bottom line of my question 

HAMM Well the lottery is a special case I think the lottery, the way it was 

constructed was a brilliant piece of marketing by the gaming industry 
They managed to get the PTAs and the school boards behind 
something that was going to make Scientific Games [Company] and 
Bally [Company] and others a whole lot of money I think the 
education tie m made the lottery an easier product to sell to the voters 
Now, I m one of those who said at the time and will say now that 
the lottery basically doesn t put any more money into the schools And 
the reason it doesn t is the same reason that attempts to earmark 
revenue generally fail you can t stop the legislature, the governor, the 
Department of Finance, from taking the earmarked money into 
account and making offsetting reductions in the base when they put the 
budget together You ve got all these constituencies out there that 
you re trying to appease, and if education gets lotteries, then you don t 
need to use those scarce dollars for education You can use them for 
somebody else, make somebody else happy 

So school boards are saying,' Gee, we ve got all of this lottery 
money But how come we don t feel like we re getting more in total 7 
The answer probably is, "You don t have more money You re just 
getting it in different packages 

That s the problem I ve got with the ballot measure that 
earmarks cigarette tax money for environmental programs and 
everything else 1 It was a brilliant way to build a broad constituency to 
combat the tobacco industry, and obviously it was successful It is not 
good public policy, m my opinion, to dedicate revenues like that for 
individual programs Either the dedication is going to be successful, m 
which case you deny the legislature the opportunity to weigh 
competing needs and say, 'No we need this money more to reduce 
class sizes in K through 12 than we do to promote environmental 
education or whatever the heck the thing is m the bill" Or 


1 Proposition 99 (November 1988) 
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alternatively the earmarking is not going to work because it will be 
undermined by the Department of Finance and the governor and the 
legislature, m which case you re hoodwinking the public You re telling 
the public that something good s going to happen when in fact 
nothing s gomg to happen So I just think that s bad policy 
Is that why Perspectives and Issues suggested that the lottery proceeds 
should go mto special funds 7 

No our purpose was something else After the lottery was 
approved we don t take positions on measures pending before the 
voters, because we have to prepare the nonpartisan, objective analysis 
of these measures we recommended very strongly that the 
legislature appropriate the money to schools and the university and the 
state colleges Doing so would provide for legislative oversight of how 
the funds are spent The counterargument is, We don t want a bunch 
of politicians controlling it I don t find this argument very reassuring 
I mean the politicians already control $60 billion if you count the 
federal money why get excited about this additional $1 billion or $2 
billion, whatever it is 7 

OK Then they go through the legislature and the budget process 
rather than just being a direct line from the lottery 7 
Right The University of California would come in and say, OK Our 
share of the lottery is $83 million The initiative itself dictates how 
much the university gets So $83 million Here s how we re going to 
use it And is that OK, legislature 7 And the legislature can say, "No, 
no We don t want you to use $6 million of it to build a new Life Sci 
[Science] building on the university You submitted that last year, and 
we turned you down We thought we had very good reasons You may 
not agree with that If you really think that you need a new Life Sci 
building go out and raise the money Nothing s stopping you You ve 
got alumni Get the money that way But we re not going to put any 
state money into it" And David Gardner would say, This isn t state 
money This is lottery money" And my response would be It s all 
fungible' 



56 


So I thought good public policy warranted legislative 
appropriations of the lottery funds The legislature didn t want to 
touch it It wasn t an issue We couldn t make it an issue I guess one 
house of the legislature opted to try to appropriate the funds but even 
its representatives on the conference committee backed away from 
that notion real quickly And so now you don t have any accountability 
You have zero accountability The money goes directly from the 
controller s office to the schools and there s no way of holdmg them 
accountable for how what is public money is being spent I think that s 
bad public policy 

MORRIS You explained the concern very clearly That was not all spelled out m 
Perspectives and Issues But you are mentioning something that was 
mentioned m several years again I don t know whether it was the 
legislative analyst s office s concern or the legislators 
themselves about the need for improved methods in momtormg 
spending and for controlling spending Control, I take it, meaning 
deciding where spending will go rather than control in the terms of the 
amount Now was it the legislators concern or 

HAMM It depends on what the project is If it s the other guy s project, then, 
yes, I want control If it s my project, I don t want the legislature to 
have any control I felt that, as an office that existed for the sole 
purpose of assisting the institution of the California legislature, the 
analyst s office clearly had an interest in increasing legislative control 
over the use of state funds And this was somethmg, Gabnelle, that we 
harped on in the Perspectives and Issues and we did it under a lot of 
different headings The one that I was most personally involved in was 
the courts 

The courts during the late seventies and early eighties and maybe 
even into the mid eighties, m my judgment, really took on the control 
of the purse strings that my reading of the constitution reserves 
exclusively to the California legislature The Mandel decision, a host of 
other decisions, really came down to the supreme court saying, "No 
We ve got better uses for the money 1 I don t think these were 
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questions of law I think these were questions of policy I felt very 
strongly at the time and I can t remember all of the cases but we cited 
a number of them in maybe the first Perspectives and Issues volume 
But that was one illustration of our emphasis on legislative control of 
expenditures 

Another illustration involves the executive branch The 
governor, it seemed to me, had really abused the flexibility that a 
modem governor m a major state like California needs m order to 
react to things that aren t expected We identified a number of areas 
in which we thought the legislature needed to rein in the executive 
branch, not for bureaucratic purposes but to ensure accountability and 
promote checks and balances Without accountability, it s very difficult 
to have the public support for government that is essential 

I feel just totally frustrated by the fact that I can t hold anybody in 
the U S Congress accountable for anything I don t feel the same 
about California state government I feel closer to it I have the 
initiative And so I always know that if something really gets stuck in 
my craw that I d have an out whereas I don t feel that way with the 
United States Congress There s nothing I can do There s just 
absolutely nothing My vote I might as well not vote I do vote 
but I don t really have any commitment to it, because I don t think the 
process really has any accountability built into it So I think it s very 
important, particularly when it comes to spending money, that the 
public thinks that someone s accountable So accountability was the 
continuing theme that we sang m our P &. I 
MORRIS Yes It comes through loud and clear if you sit down and read through 
three or four of them m a row You said the governors had gone 
beyond flexibility Could you translate that at all 9 
HAMM Well I think we got into this last time I can t remember I know I ve 
spoken about the so called Section 28 process in the last month or two, 
and I think it was during our first interview But clearly there s no way 
m the world the legislature can anticipate all of the needs that the state 
of California is going to encounter over the next twelve months We 
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put together a budget that s based on what we know now, but we also 
know that within a week of the ink drying on the bill we may have a 
medfly crisis, as mdeed we had in 1981 We know that we re going to 
have earthquakes we re going to have the Sacramento River 
overflowing its banks, as it did in 1986 we re going to have new federal 
programs that require a matching grant 

Recognizing our lack of perfect foresight, we can run the state in 
one of two ways, to take the polar extremes We can say, Look, you ve 
got a budget If you want to depart from that budget, have somebody 
submit a bill and we 11 send it in through our committees and we 11 hold 
hearings on it, and one house will pass it and it will go to the other, and 
six months later or on the night of September 15 when 25 percent of 
the bills enacted during the entire year get passed we 11 do something 
Realistically however you can t run a government that way Can t run 
it Government s too big, too important Things change too rapidly 
Can t do it 

Alan Post was instrumental m pioneering a better approach He 
proposed adding a section to the budget bill that lets the governor take 
money appropriated for one purpose and use it for something else, 
provided he gives the legislature thirty days prior notice That s all it 
says It doesn t say the legislature has to approve it because such a 
requirement would be an unconstitutional infringement on executive 
privilege So the section just says give thirty days notice" 

The chairman of the Joint Legislative Budget Committee is the 
recipient of the notices The legislative analyst s office analyzes them 
and drafts a letter for the chairman to send to the director of Finance 
that provides advice and nothing more than advice It either says, "We 
have no objection, or it advises the director of Finance that he 
should not proceed Historically the director has honored the 
chairman s wishes The system works very well It gives the governor 
flexibility to reprogram things as needs emerge, without removing the 
legislature from controlling spending 
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But if you go too far and you give a department like the 
Department of Corrections a blank check and say, "You can use 
money any way you want and you don t have to tell anybody Thirty 
days before, thirty days after, you don t have to tell anybody at all 
about it 1 Now it s not a question of flexibility now we re talking about 
accountability Without some process for scrutinizing these 
expenditures, the Department of Corrections lacks accountability for 
what it spends And I think as a matter of public policy, that is bad 
This is a fairly apt description of what was happening in 85 and 
86 in California The Department of Corrections was submitting a 
budget, getting approval, and then kind of going off on its merry way 
We thought this undermined not only accountability but legislative 
prerogatives as well, and we tried to make an issue of that 
MORRIS Did the legislature pick up on them? 

HAMM Sometimes Sometimes but generally that was at a time, Gabnelle 
when the legislature was very fearful of taking a position that might 
open it up to charges of being soft on crime From sometime m the 
early eighties I don t know exactly when I think it s tapermg a little 
bit now, although I don t know these gangs in Los Angeles are 
probably going to rejuvenate the movement the legislature did not 
want to be m a position of saying no to the governor or being on the 
opposite side of the issue I m not sure anybody really enunciated it 
like this, but the gist is, We ve got to give the governor what he wants, 
because if there s a not at [prisons at] Tracy or San Quentin or Folsom, 
we don t want the governor to be able to say, Hey, I asked for more 
guards Your legislature told me no 

So I think an objective reading of the history of the last five or six 
years, certainly at the time I was there, the four or five years that ended 
m 86, the Department of Corrections got just about everything it 
wanted 

The legislature might bluster We d always go through a little 
charade m the conference committee where the first thing that would 
be done would be to take everything out of the Department of 
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Corrections capital outlay budget And then they would gradually be 
put back m one at a time I suspect that m some cases there was a 
compromise with the executive branch behind the scene which got the 
legislature something it wanted That s the way the process is 
supposed to work 

But in many cases it just came down to the executive branch 
saying, "This is what we want This is what we need If you re willing to 
take the responsibility for not giving us what we need m order to 
maintain order keep these guys off the street if you re willing to take 
that responsibility, go right ahead and stop us 1 And the legislature 
usually would blink it was unwilling to accept the risks that go with 
responsibility 

The reports that I read seemed to stress the [Department of the] 
Youth Authority particularly that increases m staff were primarily for 
Youth Authority facilities 7 

I think that there were cycles, and about the time I left I think things 
had deteriorated m the Youth Authority, and that was kind of 
supplanting the Department of Corrections as the focal point of a lot 
of concern But I d say prior to that it really was the fact that we had, 
as I recall the numbers, a system built to hold 25,000 criminals that 
already had 40 000 people being housed and that within a matter of 
five years we d be up to 60,000, 65,000 It was the logic of that 
arithmetic that was propelling the system in fast forward 
The courts had a lot to do with that too didn t they 7 
No Well, they had something to do with it I know the courts 
appointed a special master for Folsom who required a bunch of things 
I d say they were accessories I m not usually reluctant to give the 
courts a piece of my mind, because, as I think I ve already made clear, 
they have thrown aside the distinction between legislating and judging 
But I think we did it to ourselves m the corrections area, and by "we" I 
mean the public I think that we leaned on the legislature to do 
something The legislature passed a bunch of laws that extended 
prison terms and we loved it, we cheered, we said, That s great" I 
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mean the Friends Committee on Legislation was up there wringing its 
hands and complaining, but most of us said, "Great, great’ That s 
right 1 That s what we want you to do More, more’ 

I can remember gomg over to Senator Alquist s office in 81 82 
when the torrent of bills really started hitting, and I said, "Senator, we 
are doing your committee [Senate Finance Committee] a disservice by 
simply taking the additional man days of time that convicted felons are 
going to spend in prison and multiplying it by the marginal cost of 
feeding these folks and saying that s the cost of the bill If we were 
talking about one bill sure, we can absorb the additional inmates But 
when you add up the effects of fifty to one hundred bills, we re talking 
about a whole lot of new prisons, and we have to find a way to get the 
cost of those new prisons into these bill analyses 1 I think that we did 
make a stab at doing that 

I may be rewriting history to make myself look good here I can t 
really remember exactly what action we took Craig Brown who s 
now, I think the number two guy at the Youth Authority, went with me 
and we talked to Alquist I think that when we came back, we tried to 
put into our bill analyses at least a red flag that said, In addition to 
this, there are going to be very heavy costs to build new facilities for 
these folks 1 

But again, that was tomorrow s problem Today s problem was 
making sure that the voters didn t think that the members were a 
bunch of wimps who were going to let all of these bad guys roam the 
streets I don t think the future cost of building prisons was ever a 
factor in slowing down a bill And the fate of each bill was decided by 
the test of strength between the Tough on Crime group, which had an 
awful lot of members of the public behind it, and the Assembly 
Criminal Justice Committee, which at the time was under the control 
of people who felt differently about the issue and was generally 
recognized as a graveyard for a lot of these bills But enough of them 
got through that I don t think we have anybody to blame but ourselves 
I think that we brought this problem on I know a lot of people who 
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say, "I don t mind spending all that money for Tehachapi and Avenal 
and all these new prisons I like it I wish we could spend some more 
money on prisons 11 

And then you build them all and fifteen years down the line if the 
public attitude changes, then the state is stuck with a bunch of 
buildings 7 

Well, that s right After you build them all, you also have to maintain 
them for those fifteen years If we had somebody coming around 
giving us prisons for free, I mean it would be a bad deal because they 
are so costly In my day it was $25,000 per inmate per year in 
Corrections, and in Youth Authority it was $40,000 per inmate per 
year Again, if we get the facilities free, we still have this crushing 
burden of operating costs 

But you re right, fifteen years from now, let s hope that we ve 
done something to get the heroin genie back in the bottle, or the 
cocaine genie, and that we don t have the same kind of problems and 
we don t feel that we have to lock up so many people, that we don t 
have cause to I m certainly not the first to make this observation, but 
you build a state building for a new department and if the need for the 
department goes away, you ve still got offices you can rent to other 
people And there s a market for office space There isn t much of a 
market for prison space, particularly level I can t remember 
whether the classifications go up or down but whatever, the 
Maximum security 7 

The maximum security You basically can use those facilities for the 
purpose for which they were designed and not a whole lot else 
If you re talking trade offs between state services, we ve gone this 
route with state hospitals We ve closed a lot of state hospitals, and I 
remember hearing people say, Well, those could be used for 
colleges, which I don t think ever happened 
If it happened, I m not aware of it 
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Does the planning process ever include a factor of how else could these 
buildings be used 7 You ve got various ways that you ve used buildings 
for large numbers of people 

I think to some extent that is taken into consideration I think that an 
effort is made to make it easy for the state to retrofit space so that it can 
be used for other purposes 

But it didn t make much of a difference on how the legislators decided a 
specific issue of mcreasing the corrections budget 7 
No I don t really think so 

This is coming later on, but there was quite a lengthy analysis of long 
term community care in 86 87 And again I wondered if this was an 
issue that was coming up in the legislature or was one that your staff 
people was seeing material that ought to be addressed 
It was one that our staff people thought needed to be addressed Again, 
I don t think we were really crystal ball gazers to see this as a problem 
coming down the pike 


[End Tape 3 SideB] 


[Begin Tape 4, Side A] 

HAMM Long term care is an issue today because of demographics The long 
and the short of it is that if X percent of the population over sixty five 
needs long term care and the population doubles, you re going to have 
twice as many people in need of long term care service We saw 
population trends increasing the number of senior citizens, and that this 
issue would have to be addressed at some point I do remember 
spending some time in the preceding fall talking to Hadley Johnson and 
Susan Ehrlich, who were the two people who were largely responsible 
for putting that write up together Hadley s still with the legislative 
analyst s office Susan works for [San Francisco] Mayor [Art] Agnos 
now But if we were responding to any direction or expression of 
interest in the legislature, I m not aware of it 
MORRIS That piece of the Perspectives and Issues surprised me, because I didn t 
expect it to deal with the elderly I expected it to deal with the street 
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population the chronically ill not necessarily the elderly I was really 
surprised that the focus was just on the elderly The street person had 
not surfaced as a legislative issue while you were there 7 
HAMM No It probably should have, because the K Street Mall was the new 
mailing address for people who previously lived at Napa State 
[Hospital] There were an awful lot of homeless people and disoriented 
people on the K Street Mall and in Sacramento generally We spent a 
lot of time talking about the issue Not so much of the homeless I m 
still a skeptic that this is a new issue as opposed to an old issue, but 
perhaps it is 

What is a new issue is the consequences of emptying the state 
hospitals, something the state did for very noble reasons and that was 
widely looked upon as good policy We didn t do anything, however to 
provide for these people after they were released It was kind of like 
deregulating the savings and loans but not doing anything to monitor the 
way they used their implicit taxing power We didn t do enough to make 
sure that the people who were released from state care got the 
supporting services that they needed 

We spent a lot of time talking about long term care It s a very 
difficult issue I m not sure that we ever thought we understood the 
issue well enough to say to the legislature, "Here s what the problem is 
and here are the things you ought to think about doing, and if you ask 
us, here s the alternative we think makes the most sense Very tough 
issue 

Tom Dooley is the expert, or certainly one of the experts on 
mental health programs He s been to every state hospital as an 
observer and he can tell you the history of each one He was very 
close to [Assemblyman] Frank Lanterman, who was the father of the 
mental health program 

MORRIS Amd [Assemblyman Nicholas C ] Nick Petris who was involved in 
revising the commitment legislation 7 
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Lanterman Petris [Senator Alan] Short, right 1 Pm embarrassed to say 
it I think we probably didn’t contribute a whole lot in that dimension of 
the long term care program, because I m not sure we ever felt confident 
enough that we had something to contribute We were thinking about it 
We were talking about it But it s a very difficult issue to really come to 
grips with 

Well, it comes under the larger group which you did address of the 
whole business dealing with local government It s a kind of interesting 
position to be between the federal government and the local 
government On one side, I m unclear how much impact on California 
state policy the changing federal funding had We talked a little bit 
about this last time, but it looks as if under Gann s Prop 13, the local 
government was m a really severe bind and tried to maintain its 
autonomy, but came to Sacramento for help Is there anything specific 
that the legislature was prepared to do or you were prepared to 
recommend 7 

You mean just on mental health 7 

On the broader question of local government 

We recommended many, many times that the counties be given more 
fiscal flexibility There are a number of ways of doing this Just to step 
backwards for a moment, it always seemed ironic to me that Howard 
Jarvis, the man who led the fight against big government, who was most 
identified with the assault on big government, did more to concentrate 
power at the state level than any other living Californian I once asked 
him about this on a radio show about a year after Proposition 13 passed 
You were on a panel with him 7 

It was a hook up to my office, so I asked him a question, and of course 
Howard Jarvis wasn t the kind of person who always responded to what 
was asked He made a speech about how I was probably one of those 
big spenders in state government I don t remember exactly what he 
said, but he didn t come near the question that I had posed 


1 S B 677,1967 Reg Sess, Cal Stat, ch 1667 
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But in any event, here again it s a question of accountability You 
can t hold a county accountable for how it performs if it has no control 
over how much money it can raise and very little control over how it 
spends the money Counties are caught m this vise between the 
Proposition 13 limits and state constitutional limits on its primary 
revenue sources the property tax and the sales tax on the one 
end, and all of these mandates in the health and welfare code on the 
other How am I supposed to hold [Supervisor] Sunne Wright McPeek 
accountable for Contra Costa County s performance? Sure, she s not 
without influence, but if I go and say Here s what county residents 
need," she s going to pull her pockets inside out 

To address this problem we recommended that cities and counties 
have the power to impose on income tax surcharge If you wanted to 
require that the voters approve it first, that s fine too But I believe 
counties should be able to impose a surcharge on the income tax liability 
that the Franchise Tax Board collects, up to, let s say, 20 percent of the 
state liability The FTB [Franchise Tax Board] would collect the tax and 
turn the proceeds over to the counties with a very tiny rake off for 
administrative costs The funds could be spent m whatever manner the 
democratic process allows I think that s a good idea 

I think another good idea is to let the counties, if they want to, 
mcrease the sales tax rate Want to have a vote of the people first? 

That s fine I don t even have strenuous objections to a vote of two 
thirds, but I guess my preference would be to make it 50 percent plus 
one But at least this way the local governments would have some 
flexibility and you could hold them accountable 

The problem with Proposition 13 is, in effect, you have fifty six 
counties in California telling two, Kern and San Francisco, the only two 
counties that did not vote for Proposition 13, that they can t increase the 
property tax rate above 1 percent even if their citizens want to pay the 
higher rate That s not democracty That s not right 
Even though it was those same citizens who voted for Proposition 13? 
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The citizens of Kern and San Francisco voted against Proposition 13, 
but they are nonetheless bound by the constitutional restriction My 
argument against this restriction goes like this I m not afraid of the 
voters If the people m San Francisco want to tax themselves m order to 
obtain more public services let them do it Why should a Contra Costa 
County resident like me care whether San Francisco wants to tax its 
people more 7 That s OK with me In fact, if Contra Costa County 
wants to tax me more, well now I ve got an opportunity to do something 
about that Maybe 111 agree depending on how the money will be used" 

I agreed when the Acalanes school district came to me last 
November and said, We re going to borrow some money And we re 
going to increase your taxes to pay off the bonds And here s what we re 
going to use the money for" I was convinced I said, 1 That makes a lot 
of sense When the unified fire district came and said,' We want to 
increase your taxes so we have more to spend, I said This doesn t 
make any sense at all and voted against it But it doesn t make any 
sense to restrain one group from exercising its democratic rights when 
nobody else is affected 

The argument agamst a differential sales tax is, No, Los Angeles 
can t increase the sales tax because everybody would go to Orange 
County to buy their cars Clearly this isn t right I spent eight years in 
the Washington, D C metropolitan area where you had three different 
taxing jurisdictions with three different sales tax rates, all within five 
minutes of one another 

So the one with the lowest sales tax did the best 9 
No It doesn t work that way Sure the Virginia car dealers sold a lot of 
cars, but so did some of the D C car dealers They sold cars on 
Rockville Pike in Maryland We bought our TV in the District of 
Columbia Got a good deal on it It didn t seem worth going out to 
Rockville Pike to get it So it isn t that simple There are a lot of factors 
that come into play here Somehow merchants m higher tax states 
manage to survive and prosper I don t think that s a problem in 
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California John Vickerman thinks I m nuts I could never convince him 
I m right He could never convince me 

MORRIS There is another aspect of the local government financing that really 
puzzles me The business that on the reimbursements or state 
mandated programs this involves, it sounds like, a several years process 
to be reviewed by the Board of Control Is that something that existed 
historically so it just continued 7 

HAMM Yes That dates back to What was the [Senator Arlen] Gregorio 
bill 9 I can t even remember now Oh, S B 90 1 Reimbursement began 
in S B 90 or shortly thereafter There are really two separate periods m 
the history of reimbursement for local costs The first part lasted until 
the enactment of the Gann limit During this period, the legislature was 
able to mandate costs on local governments but disclaim responsibility 
for doing so So long as Arlen Gregorio was m the legislature and an 
influential member of the Senate Finance Committee, he headed off 
many of these disclaimers He would insist that the committee put an 
appropriation in the bill containing the mandate to reimburse cities and 
counties When he left, nobody seemed to care about reimbursement 
anymore S B 90 was a concept that didn t have any real punch to it 
Then the Gann limit put some punch to it, or at least purported to It 
imposed a constitutional obligation on the state to reimburse an 
obligation that can t be disclaimed 

I don t know that there has been a test case yet, but my reading of 
the Gann limit indicates that the cities and counties are gomg to win 
every time As a matter of fact, they ve done too well They ve forced 
the state to reimburse them for the cost of unemployment insurance 
premiums, even though the mandate stems from federal legislation 
The federal government passed a law that said, 'If you don t do this, 
we re going to quadruple the payroll tax that your employers have to 
pay Or maybe it was tenfold, I can t remember In effect, the state 


1 S B 90,1977 Reg Sess, Cal Stat, ch 1135 
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had no practical alternative to passing a bill requiring counties and 
localities to join the UI [unemployment insurance] program 

The League of California Cities took the state to court and won, 
on the grounds that the state wasn t forced to mandate participation It 
has the discretion to say no Technically, that was the right decision I 
don t fault the court But that s the dumbest suit the League of 
California Cities has ever brought, because it allows the state to engage 
in the same kind of blackmail What is to prevent the state of California 
from saying to cities, "We won t give you any highway funds unless you 
agree to set up and fund all these other programs' ? It wouldn t be a 
mandate, because the city could say no, the city can always say no But 
m effect it is a mandate, because you don t have any practical 
alternative you can t exist without money for streets and roads 

This part of the Gann initiative is a real sleeper, it has put some 
teeth in the obligation to reimburse The process needs to be 
streamlined Again, Peter Schaafsma was the architect of the process 
that funds mandated costs The governor puts m his budget the 
amounts needed for reimbursing cities and counties for individual 
mandates, then the Board of Control doles the money out on an 
expedited basis It s never going to be quick enough for cities and 
counties, but it is much better than what existed previously when the 
Board of Control had to hear all of the individual claims and then ask a 
member to introduce a claims bill which had to go through the 
legislative process You could end up waiting years for your money 
That s what it sounded like, and I was really surprised, because I hadn t 
heard of the Board of Control for about thirty years I thought those 
responsibilities had been shifted to the Department of General Services 
The Board of Control actually is a fairly significant agency these days It 
doesn t handle S B 90 claims anymore a new entity does that and 
nothing else But the board handles victims claims submitted under the 
Good Samaritan laws and that is extremely controversial 
Sounds like we ve almost got a new party to the governmental process 
The citizens by initiative 
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You do And 111 save you some time if you like I have a copy here So 
you re exactly right I somewhat jokingly titled my speech "Plebiscitarian 
Democracy m California, but if you take a look at the November 1988 
ballot, that s what it was 

In some cases it looks like Certainly in Paul Gann s initiative career, 
he began to have some strong legislative support I wondered what 
brought that about, because in a way it seems like the legislature 
abrogating its own territory 

Well, I think that he had some, but I don t think he had a whole lot 
among Democrats He had some support among Republicans I think 
the reason is that the Republicans have been the minority party in the 
assembly and the senate, but certainly the assembly since 
[Speaker Robert] Bob Monagan s days I wasn t in California at the 
time, but I would say that s like 72, 70 ? 

69 and 70 

OK So there s not a single Republican member of the assembly who 
has ever been a member of the majority party in the assembly And I 
think Republicans, or any minority party, develop a bunker mentality 
they feel like they have no influence over the course of events So along 
comes Paul Gann and says, "Hey, I m for a lot of the things that you re 
for So they urge him on, because they know they re never going to get 
many of their ideas through the legislature I think that was one of the 
secrets to his success 

Gann, however, was never supportive of the legislature trying to 
take any of the wind out of his sails The legislature was a competitor 
He didn t want the legislature going in and enacting all of these great 
ideas he had, because then he couldn t send out the solicitations 
I see I never thought of it that way In the California Journal article I 
read, you said that number one of the ten on your list of problems in 
terms of the legislature dealing with governmental issues stemmed from 
how campaigns are conducted and financed 1 


1 Thorne Gray, 1 Bill Hamm A California Journal interview, California 
Journal , June 1986, 314 
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How they re financed 

Yes Would you care to expand on that 9 

Certainly I think that we live in a huge state with large districts, and the 
cost of communicating with the voters m those large districts, using the 
most effective medium which is TV, is enormous And so point number 
one is that the cost of communication is extremely high Point number 
two is we have in California and maybe this is a national trend, but 
it s distinct from what existed in the sixties and the fifties and perhaps 
even m the seventies we have not citizen legislators but professional 
political technician legislators 

You take a look at the California assembly today There are 
eighty members I don’t know exactly what the number is, Gabnelle, but 
I d bet that at least half of them were legislative staff members before 
they got their seat m the assembly That is their business, much like a 
doctor is a doctor and a lawyer is a lawyer they are professional 
officeholders These members are different from, say, a Walter Stiern 
who was a veterinarian He came up to Sacramento to make law, but he 
was still a veterinarian That s his profession If he s defeated for office, 
he still has his veterinary practice As a consequence, the pressures on 
today s members, self imposed by their career choice, are perceived as 
being much more compelling than the pressures that a Walter Stiern 
faced If a lawyer is disbarred, he can t practice his profession If a 
professional officeholder is turned out of office, it’s much more of a 
blow to his financial and mental well being than a veterinarian who is 
turned out of office 

So you ve got people who want it more You ve got a huge 
increase in the cost of communicating with the voter That s our fault 
It s not the legislator s fault We make it hard we don t go to rallies, we 
don t join political parties, we don t make it easy for them to 
communicate to us We watch' The Cosby Show" and we force the 
members to spend $25,000 to buy a little snippet of time so that they can 
talk to us You and I probably don t find those messages terribly 
ennobling, and we say "Thank God when it s over But the alternatives, 
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besides all those mailers that are expensive to produce and the TV 
snippets, are generally not very effective So the cost and the ambition 
are propelling the members to spend an ever increasing part of their 
waking hours trying to raise money 

[Speaker] Willie [L ] Brown [Jr ] would much rather be making 
policy than raismg money He is probably the biggest beneficiary of last 
year s voter approved initiative to weaken his ability to redirect money 
mto other campaigns, because Willie is genuinely interested in the laws 
that come out of the legislature and how money is spent More so than 
a lot of the other technicians or professional officeholders He II tell 
you that the biggest drawback to being speaker is fund raising He loves 
being speaker He wouldn t trade it for anything but the biggest 
drawback of being a speaker is that he has to spend all of his time 
raising money He doesn t get a chance to wheel and deal to make law, 
which is what he really likes to do 

MORRIS But that s, you would think, a decision that he had some choice over He 
inherited the system in which speakers before him had developed a 
process of raising money and putting it into campaigns, but there s no 
law written that says the speaker has to spend his time raismg money 
and deciding who gets, who he wants to back m local campaigns 

HAMM But see, I think the big difference is that m past decades the speaker had 
something else going for him and that was party discipline Now there s 
no party discipline Every member is an independent entrepreneur He 
may be a Democrat or he may be a Republican, but he doesn t owe the 
party anything The party hasn t done diddly for him The party owes 
him something, because he wears the label he gets elected So nobody 
feels beholden to the party Now maybe Jerry Brown is going to be able 
to change this [as state Democratic chairman] or this other group over 
here m San Francisco is going to be able to change this I don t know 
But what keeps Willie Brown the speaker is his ability to get 
Democrats elected And when a [Senator] James [R ] Mills was no 
longer able to get [Senator Albert S ] A1 Rodda elected to the senate, 
then he s gone And what keeps [President pro Tem] David Roberti m 
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office is his ability to get Democrats elected, and that ultimately is 
perceived to rest on fund raising ability It may not be right, but the 
perception is that if I m Willie Brown, it s my ability to deliver cash to 
competitive districts That s what keeps me as speaker I want to be 
speaker so I ve got to do that 

Yes, he didn t make the rules, but his choice is that he can devote 
his energies to making laws and not worry about fund raising But he s 
gambling that if he does that, he will lose his speakership and thus his 
ability to influence legislation It s kind of a Catch 22 If you re a 
speaker you don t have time to influence legislation He influences 
it of course he does But he doesn t do it as persistently and as 
effectively as he would if he devoted [all] his own energies to it, because 
he s a brilliant tactician 

Is part of that that as legislative staff has grown, more of the legislating 
development and negotiating has developed on the staff 9 
Yes There are lot of things about my old job that I really miss, and if 
Herb and Manon Sandler should tell me that they ve had enough of me 
here, I could return to the analyst s office Actually, I ve probably made 
my career choice, but I enjoyed every minute that I was analyst, and if I 
had had to look another two years to find a good job like the one I have 
today, I wouldn t have been unhappy I enjoyed it What I don t miss 
one little bit is having to answer letters from legislative staff, going to 
hearings where there are no members but just legislative staff, watching 
legislative staff who are accountable not to the public they re 
accountable to their boss, but not to the public 
They re outside of civil service 

That s right They carve out little empires and say, Hey this is my area, 
this is my program " 

There once was a staff member who worked for the Ways and 
Means Committee who decided that he was Mr Alternative Energy, Mr 
Cogeneration And he was it, he was the legislature on those issues, 
because he had a key vote in his pocket The voters didn t get a chance 
to say, Yes, I think he s doing OK or he s not doing OK' He operated 
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completely in the shadows I think that he abused his position to a fair 
thee well I do not miss having to deal with legislative staffers, many of 
whom used to work for me m the analyst s office who become kind of 
jumor legislators, who have the authority passed along to them by their 
boss, but don t have the accountability for anything And so, yes, I 
think that s part of the problem 

MORRIS To what extent does that mean that some legislators may be poorly 
served by those aides 7 

HAMM Well, it s almost by definition that they re well served, because if they 
weren t, they d get nd of them A legislative staff member has no job 
protection whatsoever I mean, here s [David] Dave Doerr who was 
Mr Revenue and Taxation for twenty years, and he was summarily 
canned when a new chairman came in and said, ”1 want my own guy" 

[End Tape 4 Side A] 

[Begin Tape 4, Side B] 

MORRIS How do you evaluate the performance of the various directors of 
Finance during your years as the analyst 7 

HAMM I never tried to pass judgment on the director of Finance when I was 
legislative analyst, because as far as I m concerned the director of 
Finance has one client He doesn t work for the legislature He 
doesn t work for the people of California His client is the governor If 
the governor thinks he s doing a great job, it doesn t matter what the 
rest of us think, nor does it matter if the governor thinks he s doing a 
poor job and we think he s great 

So what if the director of Finance is getting pounded in front of a 
committee If he is helping the governor exercise his executive powers, 
and if he is not weakening the Department of Finance, which after all 
is a civil service group, so that his successor inherits a much weaker 
organization, then almost by definition he s domg a great job And the 
fact that he is kept on is indicative of the fact that the one guy who 
counts believes he s domg a great job [Laughter] I could be 
uncharitable towards some of the people who have been in the 
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Department of Finance or been at the top of it, one of whom has been 

in the news the last couple of days But I won t 

Yes indeed I was surprised to see that 

But again, I don t think you count The governor counts 

Well, in terms of the legislative analyst s office, the data comes from 

the career people rather than the director of Finance 

Oh, the director of Finance, though, can stem the flow real easily As I 

said before, when Jesse Huff became director it became much more 

difficult to get data out of the Department of Finance I mean, I went 

over and talked to him a couple of times about it We had enjoyed a 

very good relationship with the Department of Finance for I don t 

know how many years during Alan Post s tenure But certainly during 

the first three, four, five years that I was legislative analyst, we would 

get the galley proofs of the governor s budget as soon as the 

Department of Finance got them When it came back from the state 

printer we d get copies If anyone has ever accused the legislative 

analyst s office of leaking one word of the governor s budget 

prematurely I m not aware of it No one ever accused us of doing that 

But the cooperation did deteriorate no two ways about it once 

Jesse Huff moved into the director s office 

The thinking being that 

You re gomg to have to ask him I never got a satisfactory answer out 
of him I went over several times and respectfully asked for 
cooperation, and the best I could get out of him was, 111 take it under 
advisement" But there s a big difference there 
What about information from other financial agencies hke the 
Franchise Tax Board, the Board of Equalization? 

Or any agency If you re a good analyst, the first thing you do is build a 
network of people who can help you analyze An analyst without 
information to analyze isn t worth a whole lot no matter how bright he 
is So you ve got to be able to get information 

I always stressed to our analysts, 1 We ought to play by the rules, 
and the rules say that the Department of Finance represents the 
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governor on budgetary matters So I don t want you going over to the 
Department of Health and Health Services and coming back with a lot 
of stuff slipped under the table that really represents stuff that they 
tried to get through the Department of Finance and couldn t get 
through because it was shot down either there or m the governor s 
office Because I don’t think that s relevant The governor has a 
constitutional power to present a budget In doing so and in making up 
that budget, he s going to have to say no a lot of times And we 
shouldn t be trying to undermine his position by citing all of the things 
that the agencies weren t able to get through which the state couldn t 
possibly afford So let s play it straight Let s work with the 
Department of Finance If they want to put an embargo on the 
information they give us, that s fine We II play by their rules 

Now when the Department of Finance stops cooperating, then I 
call the group together and I say, OK, we ve got new rules here Find 
out what you can find out But help the legislature understand what 
the fiscal issues are and the pros and cons so that it can deal with them 
effectively 1 I think as I tried to explain to Jesse the administration 

MORRIS Did you complain when the new rules started 9 

HAMM Well, you couldn t get very far there The Department of Finance tried 
to clamp down on the agencies by threatening those who helped us 
with severe penalties That doesn t work Actually political 
appointees are the ones with the loosest tongues generally They re 
the ones who are going to be your best sources So again, I don t think 
that we tried to undermine the administration It s dirty pool and not 
constructive to say, "Here s what an agency asked for and here s what it 
got and, therefore, the governor did wrong because he didn t give the 
agency everything it wanted If the governor gives the agency 
everything it wanted, clearly the agency is at fault because it didn t 
want enough 

But the administration loses whenever you start boring holes 
below the water line in order to get information because now they 
don t know what you ve got, where it came from, and they can t 
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manage information like they can if everything goes through the 
Department of Finance So I always try to make the case, It is m your 
interest as the governor s primary spokesman on the budget to see to it 
that the information comes through you And we want to do it that 
way It wouldn t be my style to say ' If you don t we re going to do 
these terrible, terrible things ’ But m a political town you can t starve 
people who are seeking information 
There s more than one way to find the information 7 
There s more than one way, and the people who work in the analyst s 
office are so likeable, they re so good I think of somebody like 
[Edward] Ed Derman When he just got out of public policy school at 
Berkeley, he came to work for us He had the [California] Highway 
Patrol as one of his agencies He d put on his blue jeans and go down 
to the CHP office and introduce himself as somebody who worked for 
the legislative analyst s office They d kind of half hear it, and they d 
think that he was important enough to let him nose around, but they 
didn t take him seriously He looked like he was seventeen years old, 
he d be shuffling around talking like one of the boys, and they d say, 
’Here, do you want to go out in one of the squad cars 7 ' He d say, 

Sure " 

He d ask them a bunch of questions but wouldn t take any notes 
Later, he d go back to his hotel room or his car and write fifteen pages 
on what he heard, and then he d just devastate the CHP They wanted 
more automobiles, said they didn t have enough cars He would show 
that they re using cars to go out to the pizza parlor for lunch They d 
want this, and he d show that this didn t make any sense He was just 
terrific at it But he was also fairly representative of what a good 
analyst is able to accomplish 

I shouldn t comment that it sounds like what I ve read about the 
intelligence gathering busmess 
That s what analysis is 

Most of the people coming into the analyst s office now are Ph D s and 
public policy experts 7 
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No The latter is true We had some Ph D s there, very few Actually 
until David Maxwell Jolley came along I kind of vowed I wasn t gomg 
to hire any more Ph D s, because the Ph D s we had couldn t come to a 
decision They couldn t wrap up a project They were never 
comfortable going with an 80 percent or 90 percent product they had 
to do a 100 percent job Well, that may work fine in nuclear physics, 
where you can t be almost there, you ve got to be there But it doesn t 
work that way in the policy arena 

No, almost everybody that the analyst s office hires now is a 
graduate of a public policy program such as the Graduate School of 
Public Policy at Berkeley, the LBJ School in Texas, the Kennedy 
School at Harvard [University], the Woodrow Wilson School, the 
Public Policy School at Duke [University] I guess the second most 
common degree would be a master s of Business Administration 
[MBA] And we had a senior economist who did have a Ph D m 
economics and was a brilliant guy, plus various other specialists 
Because the budget process has become so much more complicated 
you need people with graduate training, or do you also bring people in 
from other fields who have got work experience 7 
Well, public policy is a melting pot of a lot of disciplines, and most of 
the people gomg mto public policy, or a lot of them, have been in the 
work force for a while In fact, we had extremely good success with 
second career women who went back to public policy school after 
doing other things successfully I would sometimes be concerned that 
we were getting too homogeneous, but it wouldn t be like having sixty 
economists That s my worst nightmare That would be horrible But 
sixty public policy types would be a little bit better, because you d have 
some that would be kind of economists and some that would be more 
political scientist types and then you d have some that had gotten off 
into agriculture and be interested in that So you could have a lot of 
different types of people 

Why did you decide to leave this marvelous spot where you were in the 
middle of all this information coming back and forth 9 
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What s your favorite food 9 
Oh, probably chocolate cake 
Chocolate cake You have it every night 9 
No 

You don t 9 
No 

My favorite food I guess is lobster, but after even if I could afford 
it a week, I d be pretty tired of it In fact, I know this is the case, 
because I went to Boston on a speaking engagement four or five years 
ago, and after having lobster two nights m a row I couldn t wait to get 
something else, even though lobster is my favorite food In answer to 
your questions, I had been legislative analyst for eight years when I left, 
and I was how old was I 9 I was forty three years old So let s say 
that I have another twenty two years left m the labor market So the 
question 

John Vickerman says you top out on benefits at sixty three 
Oh I know But I m more Type Aim probably more likely to go to 
seventy I mean, I won t be here when I m seventy, but maybe III do 
something else But did I want to do what I was doing for another 
twenty two years 9 That was fine for Alan Post Would I have been 
unhappy domg it for another twenty two years 9 No I don t think I 
would have been unhappy I probably would have gotten stale I don t 
know that I could have maintained my enthusiasm for twenty two more 
years I could certainly have done it for a number of additional years 
But my leaving the analyst s office was basically a decision about what I 
wanted to do for the next twenty, twenty five years I decided I wanted 
to try something else 

I probably would have stayed in the public sector if I hadn t 
thought that I already had the best job that a nonpartisan type could 
possibly hope to have I mean, what are the public sector jobs that I 
would trade being legislative analyst for 9 Well, I can name three I 
would dearly love to be chairman of the board of governors of the 
Federal Reserve System I would have given up being legislative 



80 


MORRIS 

HAMM 

MORRIS 

HAMM 


analyst in an instant to be Alan Greenspan I guess after that, I d 
certainly enjoy being Secretary of the Treasury I would enjoy being 
director of the Office of Management and Budget But beyond those 
three positions, I can t really think of anything that interests me 
Would I rather be secretary of Housing and Urban Development than 
legislative analyst 9 Oh my, no Legislative analyst clearly is a more 
rewarding job a more challenging job, a more influential job than 
bemg secretary of HUD 

So really other than those three jobs I just say that more for 
your amusement than anything else, clearly they weren t going to 
consider a lowly nonpartisan like me for any of those jobs I just 
figured that probably the place to try something different was the 
private sector 

Well, when we talked before you said that s where you intended to be 
m the first place 

Oh, yes, right But I had gone complete cycle There were years and 
years and years m between when I left the University of Michigan and 
when I left the analyst s office during which I didn t have a personal 
timetable I didn t say to myself, Gee, another couple of years of this 
and it will be time to look for something else 11 
I thought that was the plan for success approach 
Well, originally when I left Michigan or the University of Michigan, I 
was going to work two or three years in government learn how 
government makes decisions, and then go to work for a private 
employer I think for a couple of years thereafter, I said, 1 Another 
couple of years of this and 111 be ready 1 But it was such fun and I 
enjoyed it so much that really after a while, I may have said a couple of 
more years but I wasn t really thinking of moving out of government 
into anything else I probably thought about it I did get a number of 
feelers from various other places that I never really pursued That 
would always cause me to think,' Gee, is this really what I want to do 9 
I used to kid myself I was still a youngster so I had plenty of time to do 
these other things 
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What caught your fancy about World Savings 7 

It is the highest quality organization m American industry today Herb 
and Marion Sandler have more integrity than any two business leaders 
I know Now I don t want this to get back to them, because it will look 
like I m buttering up the boss 

You re the author of this document You can just put it m the bottom 
drawer 

But they are honest and fair and they don t play games, and they do 
not permit internal office politics, they deal with people directly, they 
have extremely high expectations they re very analytical they re 
focused they have the discipline to say, We re not good enough to do 
that We re not good enough to invest in commercial real estate 
We re not good enough to try to lend on windmills We re not good 
enough to go into Oklahoma and make loans on oil wells Had other 
S & Ls [savings and loan companies] been humble enough to say, 
"Gee, we can t do that effectively and make money, they might still be 
m business The Sandlers have built the sixth or seventh largest S & L 
m the nation they re fabulously successful It is the model for all 
S & Ls They don t hesitate to say, We re not good enough to do that 
Wish you well Go try But we don t think we know enough about that 
business to be successful 

But they do plan to continue to broaden the scope of the company 7 
I think so I think that they re open to any proposals that will help the 
company grow and prosper, but they are disciplined enough to say, 

Let s think about the fundamentals for a minute What do we know 
about this business 7 We don t know anything about it, do we 7 So it s 
just a good organization It has very good people I enjoyed the 
people that I met with at the outset and I like their operating 
philosophy, so that was the primary reason 
And do they follow what I ve been hearmg you say about the 
importance of looking ahead, that you can add more options further 
ahead than if you look at it in an emergency 7 
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Oh, I think so I think so This building was designed not to meet the 
needs of 1988 when it was completed, but to meet the needs of 1990 
when we will be a much bigger organization We couldn t afford to 
have our savings accounts serviced down m Fresno by an outside 
vendor I think the computer system that they have installed is far 
more than we need today, but it s an investment in the company s 
future and a recogmtion of the fact that our needs tomorrow are going 
to be a lot different than our needs today If we wait until those needs 
are upon us, we d be out of luck It just takes too long to get new 
systems 

This company can take a longer term view more effectively than 
others because it is in the final analysis, a company that is controlled 
by insiders The Sandlers personally own somewhere between 15 and 
20 percent of the common stock, and management collectively owns 
another significant chunk of stock The Sandlers don t have to worry 
that if the quarterly earnings statement doesn t have the right spin on 
it, the board of directors will throw them out and bring m a new 
management team They have enough control so that they can say, 

1 We re going to do things that make sense for the next five years And 
if earnings go down next quarter, well Wall Street s just going to have 
to understand that our goal is not quarterly earnings, it s to make this 
company very successful for a long time And so we re not going to do 
something we re not going to cut back on investing in training, for 
example in order to beef up profits now, because that s going to 
cause profits later to go down 

And you said that a lot of management owns or has invested in the 
company 7 

Well, through stock options, yes But stock options can be an opiate if 
misused, because then you get people focused on the short term You 
get your copy of the Wall Street Journal and you turn right away to see 
what happened to the stock yesterday And that s not good Sure, 
stock price is important and you ve got to check it from time to time, 
because that s the ultimate verdict on what your company is worth and 
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how it s performing but if you make decisions to jack the price up 
tomorrow, you have no assurance that what you do is going to really 
help the company over time 

Whereas the Sandlers, they ve got a different perspective 
They re not stock traders They re not going to sell a million shares of 
Golden West Financial Corporation tomorrow So they don t care 
what the price of stock is tomorrow They care, but what they really 
care about is what they re going to be worth in five years, in ten years 
So that just brings to bear a whole lot of different considerations that 
are absent in a company where nobody owns more than half a percent 
of the common stock and management really is m control All too 
often, management is motivated by short term incentive programs, 
they don t expect to be with the company five years from now, and 
therefore have a much greater interest in what the stock is selling for 
today 

I m not trying to indict professional management, of which I 
presumably am a member, but I think that there is too much of a short 
term focus in American industry, and one of the big challenges I 
think Secretary [of the Treasury Nicholas] Brady has said this very 
well is to extend the focus and to come up with different 
compensation systems so the people don t measure the success of their 
decisions m terms of this quarter s profits 

I played very similar games in government for a long time We 
can make federal outlays go down today by selling off tideland oil 
rights by selling National Park land, by selling mortgages that we have 
All these things are income producers So you make outlays go down 
now, but next year they are higher than they would have been because 
you don t have the offsetting income So that short term gam is eroded 
within a couple of years It s easy to do And m government, the 
planning horizon is the shortest of any institution in the country 
MORRIS The next election 9 

HAMM The next election 
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MORRIS Yes What does that say about the education of the current crop of 
young managers 7 

HAMM Well, there s something of a counter revolution going on right now, 

because you ve got people like [Thomas J ] Tom Peters making a small 
fortune, getting hundreds of thousands of people to read books that 
talk about long term values 1 He and others are trying to get the focus 
of public and private managers alike on the long term, and I think he s 
being fairly successful m many quarters So I m not a Chicken Little on 
this score I do think that the place where we need some real sound 
thinking from Barrows Hall [UC Berkeley Graduate Business School], 
for example, is m designing ways of compensating managers based on 
their performance that rely on long term measures of performance, or 
longer term, rather than short term 

I can make dumb decisions, and if there s a bull market on Wall 
Street, the price of Golden West stock goes up, and to the extent I 
have options to buy that stock at a much lower price, then if you 
looked at what happened from the moon, the judgment would be, that 
guy Hamm, he must have performed well, because his options just got 
more valuable I could be making idiotic decisions here, but it s not 
reflected in the price of the stock from day to day or quarter to 
quarter Presumably it s reflected in the price of stock over a five or 
ten year period, because you can t pump up earnings year after year by 
borrowing from Peter to pay Paul Ultimately that catches up with 
you And if you can keep pulling these rabbits out of the hat, then you 
probably deserved to see the stock go up 

MORRIS Having been on the outside, or taxpaying side for a couple of years, 
does that give you any further thoughts on refinements as to the 
direction state government is going or should go 7 
HAMM I don t think my policy ideas have changed a whole lot I think that I 
probably would be a much better legislative analyst having had this 

1 Thomas J Peters and Robert H Waterman, Jr, In Search of 
Excellence Lessons from America s Best Run Companies (New York Harper and 
Row, 1982,1984) 



85 


MORRIS 

HAMM 


MORRIS 

HAMM 

MORRIS 

HAMM 


experience I think I d be a much better manager I don t think that I 
was an especially good manager 
Of the LAO [legislative analyst s office] 7 

Right I think I had good success because I guess the one aspect of 
management that I think I did well at, not because I was so smart, was 
recruiting I was able to get good people to the analyst s office, and 
then I had enough sense to stay out of their way so that they could 
make me look good But I think I could have gotten a lot more out of 
them and managed the place a lot more effectively 

But management was never an important skill m the places I 
worked One s ability to deal with policy issues was everything If you 
could do that then you were regarded as a success in government, and 
if you couldn t you weren t And so my interests always were m policy, 
and sometimes policy competes with management I d want to work 
on the issues, and I wouldn t be as interested in saying,' Gee, is this 
person getting the career development kinds of things that he needs or 
she needs 7 " And so I have no doubt that I would be much more 
effective as a legislative analyst now than I was then 
Would you still be that interested m policy development 7 
Oh yes, absolutely 

Does that mean the think aspect of it or the deal with the policy 
makers 7 

The think aspect of it I don t miss too much the interaction with the 
members of the legislature Some of them I m very fond of and others 
I m not It takes a certain kind of person to get mto politics, and the 
one thing and I guess I d be somewhat embarrassed if my friends 
like [State Senator] Gary Hart and others saw this, but I guess it really 
is the truth you can t get mto politics unless you have a pretty good 
sized ego, because how else can you justify going around asking people 
to give $1,000 so that you can make decisions and ride around in a 
state paid car, have a fancy office in the capitol 7 You ve got to think 
that you re pretty special in order to do that So if there is one 
characteristic of people in government it s not just the California 
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legislature it s throughout is that they have a big ego, bigger than 
the average person s 

I m not the kind of person who is really attracted to power 
Influence, I like to be able to influence things, but to have power to be 
in office, that s not something that interests me As a consequence, I m 
generally not attracted to people who have big egos and who are 
concerned with power and status and things like that So as a 
consequence, I don t think I miss that dimension of my job 

But I do miss the interaction with people on ideas, and why this is 
a sounder course of action to take, why that s going to create incentives 
that are going to be counterproductive to what you re trying to do I 
mean that part I probably will never give up, because I enjoy it I still 
try to read about policy stuff in the papers 
Fascinating subject 
Sure 

You said you thought 
I m going to have to call time here soon 
One last question 
Sure 

You said Willie Brown was a great strategist How many of his fellow 
legislators do you think you see as being strong on policy and strategy 
and how many of them are there because they have a big ego? 

Well, I think Willie has a pretty good sized ego 
Yes 

If I said he didn t he d be the first to correct me I think there are a 
number of people who have mastered both the tactical and strategic 
considerations of being a legislator, and can also deal in the world of 
ideas effectively I mean John Vasconcellos is certainly one who has 
got a superior intellect and is certainly a worthy adversary I found 
myself disagreeing with him on far more occasions than I agreed with 
him, unless you re talking about goals rather than means But he s also 
very effective at gettmg his point of view chaptered And just so I 
come across as being nonpartisan, [Senator Kenneth] Ken [L ] Maddy 
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is very effective He s gotten far more out of his minority leader 
position than he should have given the few votes he has to call on 
He s very good at operating in that kind of environment 
[End Tape 4 Side B] 
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Supervisor Edelman Councilman Braude Mrs 
Bollens and friends old and new I am honored to be 
amongst you tonight and to be a participant in this 
series of lectures in honor of Professor John C Bollens 

Honors aside I am delighted to have this opportunity 
to share with you some thoughts about an important 
issue of public policy 

When I was Legislative Analyst preparing and 
delivering talks such as the one I am going to deliver 
this evening, was easily one of the most enjoyable 
tasks that I had to perform Now that! m m the private 
sector its still an enjoyable task but it's a whole lot 
tougher than it was when I had one hundred very 
gifted people to help me pull together my thoughts 
and make them sound semi intelligent so I wouldnt 
embarrass myself With this in mind I say to people 
like Bob Geoghegan and others of you who hold a 
staff position or graduate assistant position it may take 
awhile before the full realization of just how valuable 
your contributions are sinks in In preparing these 
remarks all by myself I ve certainly been more 
appreciative of the good people who helped me all 
those years that I was Legislative Analyst 

This evening I will be talking about the increasing 
tendency of Californians to in effect take the law into 
their own hands by sponsoring statutory and constitu 
tional initiatives Before getting into this topic 
however let me lay a few cards on the table Like 
Councilman Braude I too am a strong supporter of 
the initiative process It's a good process and I m not 
all that concerned about the popularity which the 
initiative process enjoys today I am concerned 
however about the way in which we Californians are 
using that process My purpose this evening is to 
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stimulate your thinking about some of these problems 
and to share a couple of ideas for improving the process 
By giving the people direct access to the basic laws 
and codes of California the Constitution allows 
citizens to short circuit the legislative process You and 
I can be law makers To do so we don t have to get 
elected to the California Legislature the City Council 
or the Board of Supervisors All it takes is two hundred 
dollars We need only submit our proposed statutory 
or constitutional idea along with the cash to the 
Attorney General He will put a title on it and give us 
permission to begin gathering signatures And if we 
gather enough signatures our idea will go on the 
ballot giving the rest of the voters a chance to decide 
whether it should become law 
Our proposed initiative doesnt have to meet with 
the approval of the Attorney General it doesn t have 
to be something that state government or local 
government can implement it doesn t even have to be 
constitutional The initiative can be pure gobbledygook 
and still get the green light from the Attorney General 
You think I m overstating the case? III let you be the 
judge Here is a proposed initiative that repeals every 
statute passed by the California Legislature since 1926 
and prohibits the State s appellate and trial courts from 
interpreting the law' You don t believe me? Earlier this 
month the Attorney General gave the sponsors of this 
measure the go ahead to begin gathering signatures 
The initiative has the Attorney Generals file number 
SA87RF0002 and awaits your signature 


Date March 4 1987 
Hie No SA 87 RF 0002 

The Attorney General of California has prepared the following 
t tie and summary of the chief purpose and points of the 
p oposed measure 

LAW INVALIDATION CONSTITUTIONAL AMENDMENT 
Repeals ail stat tes adopted by the Legislature since 1926 
Requires all cases if requested to be deeded by a jury Proh'brts 
judges and lawyers from interpreting the law Mandates only 
one law on each subject Prohibits quest omng of jury's 
judgement Limits appellate review to trial court's compfiance 
with the Constitution the letter of the law or jury tampenng. 
Abolishes the State Bar and prohibits all current members 
from practicing law or holding publ c office Summary of 
estmate by Legislative Analyst and Director of Finance of 
fscal impact on state and local governme ts Unable to be 
determined 


Naturally getting the Attorney General s permission 
to circulate a petition still leaves one a long way from 
the state ballot The proponent must convince 
somewhere between 372 000 and 595 000 registered 
voters that the proposal should go on the ballot and 
be put to a vote of the people 
Nevertheless in the 75 years that Californians have 
had access to the initiative process 195 sponsors have 
travelled this path sucessfully Fifty seven of these 
sponsors have gone on to win a plurality of the vote 
for their initiative at the statewide election 
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During the last decade there has been a sharp increase 
in the use of the initiative process by Californians 
Since 1978 233 initiatives have been titled nearly 
double the number titled during the preceding ten 
year period (19681977) Of these 233 initiatives 34 
made the ballot compared with the 18 during the 
preceding ten years And 15 of those 34 measures 
have been approved by the voters-nearly four times 
the number approved during the earlier period 
In short the initiative process is used much more 
frequently today and the users are enjoying a much 
greater success rate 

Why are so many more individuals and groups taking 
advantage of the opportunity to sponsor initiatives? 
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Clearly it js not because there is a lawmaking 
vacuum in Sacramento Each year the Legislature 
passes and sends to the Governor thousands of bills 
And contrary to what you may have heard the Gover¬ 
nor regardless of whether his first name is Jerry or 
George ends up signing most of those bills 

Nor is the initiative process so popular because 
California Legislature is not accessible to individual 
citizens You say you have an idea for a bill and you 
want to find someone in the Legislature to carry it for 
you? No problem There are plenty of legislators 
Democrats and Republicans who still haven t finished 
putting together their legislative programs for 1987 
and are looking for bills to carry In fact it's hard for 
me to imagine just how bad that idea of yours would 
have to be before you would come up empty in your 
search for a sponsor 

Alright I confess I am a little cynical That's because 
as Professor Wilson indicated I spent nearly nine years 
sitting in the Capitol or in my office across the street 
wondering how in the world Senator X or 
Assemblymember Y ever dreamed that one up And 
on those occasions when I just couldnt contain my 
curiosity and asked Senator X or Assemblymember Y 
about the bill s origins (usually in a more tactful way) 
the response I often heard was One of my constituents 
came to me with the idea-1 thought 1 d drop it in and 
see if there is any support for it 

If the Legislature is so active and so accessible why 
would an individual or group want to go to the trouble 
and not inconsiderable expense of trying to qualify a 
proposal for the state ballot? There are several 
reasons 

First sponsoring an initiative probably is the only 
way to secure the enactment of a proposal that alters 
the power structure within government itself When it 
comes to proposals of this type the legislative process 
not surprisingly isnt very accessible at all 

We can hardly expect otherwise The men and 
women in the Legislature are the people who most 
benefit from the current rules of the game and they 
can hardly be expected to welcome proposals that 
would change those rules and perhaps lose their 
advantage A change in the power structure almost by 
definition must come from outside the Legislature Or 
to put it a little differently if ever there is a groundswell 
of opinion in California that we would be better served 
by a unicameral Legislature composed of 40 districts 
I m just about positive it will take an initiative to 
convince the 80 members of the California Assembly 
that this is a good idea 

Among the initiatives which have sought to alter the 


rules of game are the measure that established Califor¬ 
nia s civil service system the Political Reform Act of 
1974 and Paul Ganns recent proposals to reduce 
legislative expenditures and the salaries paid to 
government officials And l suspect that if anything 
meaningful is ever done to correct the abuses of 
campaign financing in California it will be done 
through the initiative process and not by a vote of the 
Legislature 

1974 DIRECT PRIMARY ELECTION 
^9^ POLITICAL REFORM INITIATIVE 
toll ITM 

FINANCIAL DISCLOSURES AND LIMITATIONS AFFECTING POLITICAL CAMPAIGNS 
PUBLIC OFFICIALS AND LOBBYIST-OTHER MATTERS INITIATIVE Req port f 
ec pts d pend t ei mpa gn f d local ff d ball m as ei 

Umu pedt es f taewd cand d tel dmasesPhbu pub! ff <al f m 
pa pa g g m tal deem ffecti g hei fnanc I t ests Req cs 
d scl f rta ts and m by pub! ff lal Req es l bbyists t 

g d fl port h w g ec pts d pend tu es I bby g es C tes 

f polt Ip t mm Rev ball tpamph! req m Pro d ml 
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bo m f nc I Impact Ad p f h m as wll ase tat d loc I 
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Secondly individuals and groups turn to the initiative 
process whenever the Legislature is unable to deal 
with an issue which has aroused a segment of the 
population Among the issues in this category that 
have prompted initiatives in recent years are property 
tax relief forced busing of school children and 
whether English should be the official language of 
California 

Why was it that the men and women of the 
Legislature who thousands of times each year are able 
to compromise out their differences and reach agree¬ 
ment on whether a bill should pass or fail Were not 
able to reach a consensus on issues such as property 
tax relief at least in broad terms? There are many 
reasons 

First the issue itself may not be very amenable to 
compromise It may be too black and white thereby 
preventing the State s best compromisers from finding 
a middle ground This is certainly true of issues such as 
abortion and capital punishment 
Second the Legislature may not be able to deliver 
even though the need for action is widely recognized 
because the legislative process breaks down It was 
just such a breakdown that gave Howard Jarvis his 
opening in 1977 to come forward with Proposition 13 
In 1977 everyone in the Legislature recognized the 
need for some form of property tax relief and several 
bills providing such relief were introduced Each one 
however benefited some groups more than others 
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None of these groups was strong enough to secure 
enactment of it s bill but each concluded-wrongly-that 
by hanging tough the others would give in This 
miscalculation led to stalemate preventing any action 
from being taken Enter Howard Jarvis 


1978 CONSOLIDATED PRIMARY ELECTION 
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Third the Legislature may not be able to respond to 
an aroused public for institutional reasons Opponents 
of a bill always hold a tactical advantage over the bill s 
proponents simply because the measure must clear 
many hurdles before it gets to the Governor's desk 
The proponents must win every battle the opponents 
only have to win once As a consequence a key 
committee or a key legislator often is able to thwart 
enactment of a proposal that enjoys widespread 
support Clearly this is what has kept the Legislature 
from enacting bills calling for a constitutional conven 
tion to require a balanced federal budget despite the 
fact that public opinion surveys invariably find 
widespread support for the idea 

These considerations help explain why citizens 
sometimes find it necessary or desirable to circumvent 
the process of representative government and take 
proposed laws directly to the voters via the initiative 
route They do not however shed any light on the 
increased popularity of the initiative process in recent 
years Two factors I think account for this trend 

First the demands associated with financing political 
campaigns have increased sharply during the past 
decade These demands can inhibit action by the 
Legislature even when the public is all stirred up 
about an issue These days the members of the 
California Legislature are under enormous pressure to 
raise money and raise money they do-nearly sixty 
million dollars during the campaigns for legislative 
races in 1986 1 Having come to believe that their jobs 
and careers depend on their success in raising money 


the members find it difficult to vote against the interest 
of a large or wealthy group that is politically active 
Such a vote risks making the campaign treasurer's job 
that much more difficult As a result the Legislature is 
finding it increasingly difficult to make the tough policy 
calls This is one reason for the sharp increase in the 
number of initiatives during the last ten years 

Frankly I don t see any change in this sorry state of 
affairs coming out of the Legislature It's up to us to 
come up with a better way of financing political 
campaigns Once we have figured out how to do it 
we will need an initiative to make the change 

The second reason why the initiative process has 
become so popular is the recent discovery by some 
enterprising individuals that sponsoring initiatives can 
be very very lucrative 

Ten years ago when I first came to California the 
conventional wisdom held that sponsoring initiatives 
was a costly affair—something that only well heeled 
groups could afford to undertake Individuals such as 
the late Howard Jarvis and Paul Gann however have 
shown that this isnt always the case Sponsoring 
initiatives in fact can be downright profitable With a 
high speed computer some good mailing lists some 
marketing savvy and a little seed money to get the 
process going, a sponsor can easily bring some money 
in the door that he spends to qualify an initiative for 
the state ballot (including the very handsome salaries 
that some sponsors pay themselves) 

On what basis do I make this statement? Consider 
this During the early 1980's the base cost of qualifying 
an imtative for the state ballot was somewhere between 
$300 000 and $400 000 That's what Don Sebastiani 
spent in qualifying his reapportionment initiative in 1982 
That's what the backers of a water resources initiative 
spent the same year to get their proposal on the ballot 
Sponsors of a measure that would have imposed a five 
cent deposit on all beverage containers managed to 
collect the signatures they needed after spending only 
$266 000 

In contrast Howard Jarvis raised and spent nearly two 
and a quarter million dollars in qualifying Proposition 36 
for the 1984 ballot Two years later he spent $1 8 million 
on what ultimately became Proposition 62 This money I 
assure you did not come out of Mr Jarvis' pocket He 
raised much of it through direct mail appeals for support 
His success clearly demonstrated that a lot of money can 
be made sponsoring initiatives if it is done correctly 

When a group is in the business of qualifying 
initiatives for the ballot the Legislature is worse than 
simply irrelevant it's a competitor 

In sum the combination of a Legislature weakened 
by the demand to raise money plus the lure of profits 
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from sponsoring initiatives have sharply increased the 
popularity of the initiative process in recent years 
What are the implications of this trend for public 
policy in California? Not very encouraging, for two 
reasons 

First, the initiative process is being used increasingly 
to deal with complexities that cannot be addressed 
satisfactorily through a yes or-no vote by ten million 
Californians at a plebiscite Second when the process 
is used primarily to make money rather than to make 
laws the public's welfare is at risk 

As a means of addressing complex issues of public 
policy the initiative process has some fairly serious 
deficiencies The most important of these is inflexibility 
Once a measure has qualified for the ballot it cannot 
be altered—not by the courts not by the Legislature 
not even by the sponsors In fact once the measure 
has received a title from the attorney general the text 
is virtually set in concrete If you're a sponsor and you 
suddenly discover a flaw in your proposal you are 
stuck with it All you can do is walk away from the 
measure and start over sacrificing everything you ve 
invested in the proposal up to that point 
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Virgene Bollens Dr William Hamm Professor David 
Wilson Professor Marvin Hoffenberg 


As a result between the time it is titled and when it 
becomes law the initiative can neither be corrected 
nor perfected This is in sharp contrast to the 
Legislative process where a proposal can be altered 
right up until the day the governor picks up his pen to 
sign it (Yes bills can be amended even after they have 
been passed by both houses and sent to the governor 
In fact the tax imposed on intrastate services for the 
benefit of the hearing impaired was added to a 


measure that had been sitting on the Governor's desk 
before it was recalled for a little fine tuning) The 
Legislative process is flexible When errors are made in 
a bill they can be corrected More importantly the 
thrust of a Legislative proposal can be altered as its 
consequences become more apparent, as new infor 
mation becomes available or as the public's views on 
the matter begin to take shape 

Not so with an initiative Its provisions are fixed long 
before most voters are even aware of the 
measure—and often before the proponents 
themselves fully understand their handiwork As a 
result the voters have only two choices-yes or no 
There is no middle ground 

A second deficiency of the initiative process when 
it's used to make laws involving complex subjects is 
the primacy of symbols over substance This is almost 
unavoidable when the fate of the measure is to be 
decided at a plebiscite involving ten million people 
Issues are presented to the public in the form of 
almost rhetorical questions such as are property 
taxes too high?' Is the judicial system too soft on 
criminals?' And Should we eliminate toxins from our 
rivers and streams? 

While these questions may appropriately be raised 
in a plebiscite the statutory changes that accompany 
them often are too complex for the yes or-no approach 
These changes often are much more controversial 
than the symbols to which they are attached 
Moreover the effects of the changes are likely to be 
hidden from the public's view because they cant be 
addressed in a thirty second T V commercial or put 
on a billboard It's only when the sponsor of an 
initiative really blows it as Paul Gann did in drafting 
Proposition 61 and as Howard Jarvis did two years 
earlier in drafting Proposition 36 that the voters are 
alerted to the specifics of a measure on the ballot 

These two shortcomings of the initiative process- 
inflexibility and the primacy of symbols over substance 
during the electoral campaign-can put a well 
informed voter in a real bind On the one hand a 
voter who has become aware of a defect in a pending 
initiative may be tempted to vote no on the measure 
hoping that a clean version will be enacted at a later 
date On the other hand the voter may be reluctant to 
vote against the measure even though it is ineffective 
for fear that a no vote will be misinterpreted as a 
rejection of the symbol which the proponents have 
attempted to make the issue For example if 1 m for 
tax relief do I dare vote no on Proposition 13 
because the measure would permit the owners of two 
identical houses that are side by side to pay vastly 
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different property tax bills? If I do my vote may be 
interpreted by the politicians as a lack of support for 
tax relief itself Similarly if I vote against the so called 
Victims Bill of Rights because of the well known 
defects in that measure will I be sending a message 
that I m happy with the judicial system and the way it 
treats criminals 

My dilemma in these cases underscores the 
strengths and weaknesses of the initiative process it's 
much better at sending messages then it is at making 
or changing laws 

No proposition better exemplifies the strengths and 
weaknesses of the initiative process than Proposition 4 
on the 1979 state ballot, a measure that was overlooked 
by many because the election was dominated by the 
issue of forced busing for school children 

Proposition 4 established a constitutional limitation 
on the amount of tax money that the state and local 
governments can appropriate each year The thrust of 
this measure was easy enough to understand It 
sought to limit the amount of money that the govern 
ment can spend In my view one does not need any 
special legal training, or any particular expertise in 
order to form an opinion on this issue Consequently 
the proposal to limit governmental spending was an 
appropriate matter to put before the electorate at a 
plebiscite 
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Proposition 4 however is a lot more than just a 
concept It is a very skillfully woven fabric of specific 
provisions that have major implications for the public 
sector Many of these provisions are exceedingly 
complex and in contrast to the concept itself are very 
difficult to grasp-particularly during the ten or twelve 
weeks leading up to the election when one is 
bombarded with information about issues in 
30-second bursts 

It's not my purpose to analyze the specific features 
of Proposition 4 But let me call your attention to one 


of these features which illustrates the difficulty of 
making complex laws through the initiative process 
The ceiling that Proposition 4 initially imposed on 
appropriations by the state was if anything, fairly 
generous Consequently when the Legislature 
enacted the first budget subject to Proposition 4 the 
limit was the furthest thing from the Legislature s mind 
The state didnt have nearly enough money in the 
Treasury to take full advantage of its limit 
The initiative was not nearly so generous however 
in adjusting the limit over time Increases in appropriation 
cannot exceed the percentage increase in consumer 
prices and population Thus if prices go up 5% the 
limit goes up 5% If the number of California residents 
goes up 2% the limit goes up 2% 

Although the dynamics of the measure may appear 
to be fairly reasonable they put government-and 
those who depend on government—in a real bind 
While the need for government services does indeed 
rise with inflation and population growth other factors 
not recognized in Proposition 4 can be every bit as 
important in shaping these needs What if the number 
of school age children increases more in percentage 
terms than the states population? What if the cost of 
providing health care to the aged blind and disabled 




EARLY INITIATIVES 

1914 

NO 

Proh bition 

1914 

NO 

E ght hour working day 

1914 

NO 

Regulation of investment companies 

1914 

YES 

Abolition of poll tax 

1914 

YES 

BONDS $1 800 000 University of 

California build ngs 

1914 

NO 

Qualification of voters at bond 
elections 

1914 

NO 

Absent voting 

1914 

NO 

Deposit of p bl c mo eys 

1914 

YES 

City and county consolidation and 
annexation of contiguous territory 
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Prize fights 

1914 

NO 

City and county consolidation and 
annexation with consent of annexed 
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